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Now dual printing is combined with fully automatic 
accounting! With Burroughs new smartly styled F-5000 
Dual Printing Accounting Machine, there are no extra 
operator decisions to make and no extra keys to punch. 
The machine prints identical figures—simultaneously 
—on two original records. Balances are automatic 
without key depression. And you get far greater 
flexibility to help you handle more accounting jobs 
faster. Here’s why: 


NEW SPEED: Faster printing time speeds machine 
operation, which is 100% automatic. 33-1/3% reduc- 


tion of posting cycle shrinks work time consider 
NEW FLEXIBILITY: Dual printing is applicable 1 
wide range of jobs. Programming capacity is incregi 
up to 100%. Memory capacity is fully utilized. 

Weigh these merits, together with the F-5000's4 
board input and 252 digit memory, against your ul 
accounting jobs—billing, payables, payroll, to ™ 
just a few. For full details of the F-5000’s t 

saving ways, just phone our nearby branch of 
Or write to Burroughs Corporation, Burroughs) 
sion, Detroit 32, Michigan. Burroup 


~.2 2 Burroughs Corporation 
“NEW DIMENSIONS / in electronics and data processing systems” 





ynsiderd 
icable | 
S INCred 
ed, 

O00's 4 
your ul 
, to M4 
0's t 
ich off 
ughs J 


Burroug 


-in-Chief © ELtswortH NICHOLS 
Editor ¢ Francis X. WELCH 

: ciate Editors ¢ Ratpu S. CHILp 
Nei, H. Durry 

NorMAN J. BARATT 

GEorGE E. TURNER 

Joun W. Hewitt 


sistant Editors ¢ M. C, McCartHy 
M. L. WILLIAMS 


Financial Editor ¢ OWEN ELy 


ivertising Manager @ E. L. Cooke 


‘irculation Manager @ E. S. STEVENS 





REPRINTS OF ARTICLES 
(200 or more copies) 
available on orders re- 
ceived within 30 days 
after publication date. 
Address 
WASHINGTON OFFICE 
for quotations. 


4 4 
BLIC UTILITIES FORTNIGHTLY . . stands 


t federal and state regulation of both 
ivately owned and operated utilities and 


bblicly owned and operated utilities, on a 


ir and nondiscriminatory basis; for non- 


Kcriminatory administration of laws; for 


uitable and nondiscriminatory taxation; 
d, in general—for the perpetuation of the 
ee enterprise system. It is an open forum 
t the free expression of opinion concern- 
pul Hc utility regulation and allied 
[t is supported by subscription and 
sing revenue; it is not the mouthpiece 
up or faction ; it is not under the 
upervision of, nor does it bear the 
ent of, any organization or 2 associa- 
editors do not assume responsi- 
the opinions expressed by its 

rs. 


y v3 


is: Address correspondence to PusBLICc 
FORTNIGHTLY, circulation department, 
lvania Building, Washington 4, D. C. 
month for change of address. 


es $1.00. Annual subscription price 
a year): United States and posses- 
10; Pan American countries, $15.00; 
16.00; all other countries, $17.50. 


as second-class matter April 29, 1915, 

Act of March 3, 1879, at the Post Office 

imore, Md., December 31, 1936. Copy- 

» 1959, by Public Utilities Reports, Inc. 
a 5S) a 


Public 
Utilities 


VOLUME 64 SEPTEMBER 10, 1959 NUMBER 6 








ARTICLES 


Liberalized Depreciation after 
Five Years Willard F. Stanley 401 
A survey of the advantages and disadvantages to public 
utility companies in the use of accelerated tax depreciation. 
A State Commissioner Looks at the 
Telephone Industry Hon. Wayne R. Swanson 412 
A back-of-the-scenes view of a telephone rate case, giving 
us the reaction of a regulatory commissioner. 
Everybody Is Talking about 
Security! James H. Collins 


An entertaining one-man survey of how management is tak- 
ing care of its ‘ ‘security” responsibility. 


FEATURE SECTIONS 





Washington and the Utilities 
Telephone and Telegraph 
Financial News and Comment 
What Others Think 
More about That “Labyrinth of Rates” 
Gas Booklet Published 
California Water Project Outlined 
Fi inancing versus Rates in the Gas Industry 
Opinions on Federal Power Ownership 
Utilities Keep Pace with Milwaukee’s Progress 
The March of Events 
Progress of Regulation 
Industrial Progress 
© Pages with the Editors. 6 ® Utilities Almanack 
© Coming in the Next Issue 10 © Frontispiece 


© Remarkable Remarks .. 12 © Index to Advertisers 





Pus.ic UTILITIES Reports, INc., PUBLISHERS 


Executive, Editorial & 
Advertising Offices 332 PENNSYLVANIA BipG., WasHINnGTON 4, D. C. 


Publication Office CanDLER BUILDING, BALTIMORE 2, Mp. 


Advertising ap ig amy gs 
New York 6: Robert S. Farley, 95 Liberty Street, COrtland 7-6638 
Cleveland 15: Macintyre-Simpson & Woods, 1900 Euclid Avenue, CHerry 1-1501 
Chicago 1: Macintyre-Simpson & Woods, 75 "E. Wacker Drive, CEntral 6-1715 
Pacific Coast: M. D. Pugh & Associates, 
P. O. Box 635, Altadena, Calif., SYcamore 7-2894 


and 
Hunter Vinton, 1050 Lincoln aeett, Palo Alto, Calif.—DAvenport 5-4815 
a 





PEAKING POWER FOI 


The following installation costs were based on 
the plant pictured here. If your requirements 
approximate this typical installation, you can 
put 6,000 Kilowatts of peaking power into 
operation on your system for $100 per KW or less. 

Land was estimated at a dollar per square foot, 


ELECTRO-MOTIVE 
6000 KW 
PEAKING PLANT.... $85 p 


Includes: three generators, one con- 
trol unit F.O.B. Electro-Motive factory, 
La Grange, Illinois. 


shipping costs for 1000 miles. Even superviso 
control (however you wish to operate the plant 
push button, time mechanism, current sensi) 
equipment, etc.) is included. A transformer is al +. 
charged, but if you do not need one, deduct > 
from your estimate. 


LAND, 
PREPARATION, 
SHIPPING....upto $3.50 perk 


Includes: shipping (1000 miles from 
factory), 4000 sq. ft. land, grading, 
fill, leveling, tie foundations, position- 
ing units, fence. 


we 
CONNECTING: “ 
FUEL, ELECTRICAL -— 


....Up to $11.50 pir Kp 


meet « 


Includes: purchase and _ installation tis m 
above ground fuel tank, piping, cable, have 

transf. d i troi. 
ransformer and supervisory contr: espor 


our } 


Operating plen» ee UP to $100 p Kp 
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per 


100 PER KW-INSTALLED 








is is the complete 6,000 KW plant as 
ight appear on your system. It operates 
‘ctely unattended. It starts fast (cold 

to full rating in less than 90 seconds) 

0 satisfy peaking or spinning reserve re- 
juirernents, It is quiet, attractive—makes a 
food 1:2ighbor. It is readily transportable to 
meet changing needs. And most important, 
is made and backed by one company. You 
have only one manufacturing and service 
esponsibility for the complete plant. See 
our Electro-Motive representative for com- 








epecrae mori ogee Plat 


ELECTRO-MOTIVE DIVISION 
GENERAL MOTORS :La Grange, Illinois 


Sales-engineering offices: 
Chicago, New York, St. Louis, San Francisco 


In Canada: 
General Motors Diesel Limited, London, Ontario 


with the Coclitors 


U takes a little bit of imagination to 
grasp the precise meaning of the word 
“normalize,” which the accountants have 
coined in connection with accelerated de- 
preciation for tax purposes. Presumably 
the word follows the all too prevalent 
pattern of technical word coinage by 
which the addition of the suffix “‘ize’’ 
changes a perfectly plain English noun or 
adjective into a somewhat questionable 
active verb. 


In this manner the addition of ‘‘ize’’ to 
the adjective “final” gives us that horrible 
hybrid of official red tape, “finalize,” 
which means to make final. In the same 
manner “homogenize’’ means to make 
milk or other combinations of separable 
ingredients more homogeneous, and “‘com- 
munize”’ means to make people into Com- 
munists. 


3uT does the word “normalize” in con- 
nection with income tax deductions under 
the Internal Revenue Act mean that they 
are made “normal’’? Actually, the pur- 
pose of the accelerated tax depreciation 
provision of the tax law was to permit 
tax deductions for depreciation to be ab- 
normal, or at least quite different from 
the straight-line, equal instalment type of 
annual deduction previously authorized. 


WILLARD F. STANLEY 


It was seen, however, that if a public 
utility, for example, paid a lower tax be- 
cause of an abnormally large deduction 
during the early life of depreciable prop- 
erty, but could not accrue any higher rate 
of earnings through operating expense 
charges, there would be neither advantage 
nor even temporary benefit to be gained 
from the use of the accelerated deprecia- 
tion alternative of tax computation. 


S°: the proposal was made, early in the 
days of accelerated depreciation dis- 
cussion, that a utility company should be 
permitted to use its abnormally large de- 
duction as a basis of actual tax payment, 
while continuing to account for or charge 
off as expense what the tax payment 
would have been if previously normal de- 
duction for depreciation had been used. 
The utility company thereby stood to gain 
at least the temporary benefit of the dif- 
ference in dollars between the two meth- 
ods of computation. 


3uT what makes this process just as 
“normal” as the previous practice of 
straight-line depreciation is one of those 
arguments between the accountants and 
the grammatical purists which could go 
on and on without getting anywhere. 
Purists could argue that the so-called 
process of “normalization” was really in 
effect only a synthetic kind of normaley— 
sort of a substitute for actual normalcy; 
or, as the lawyers would say, “quasi 
normalcy.” But that could, in turn, start 
another argument—one which goes back 
to the presidential campaign of the late 
Warren G. Harding, when he repeatedly 
used the word “normalcy.” The purists of 
that day (it was the fall of 1920) dis- 
puted the valid existence of the word, 
even though President Harding was 
elected on a campaign promise to restore 
the country to “normalcy.” 


T HE opening article in this issue deals 
with this complex problem of liberal- 
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| wish we had more personnel 
dtime to prepare this study 
bra new power plant and site. 


Your regular staff is overloaded now. 
Call in the specialists and let them 
carry the peak load. 
How about Pioneer? 


Rl 
\37] Pioneer Service & Engineering Co. 


j 


| 231 SOUTH LA SALLE STREET e CHICAGO 4, ILLINOIS 


Give your 
non-routine 
operations 
to Pioneer 


Design and Consulting 
Engineering Services 

Pioneer has specialized in design- 
ing power plants for 57 years. It 
offers design service for fossil fuel, 
hydro and atomic plants. It willalso ~ 
assist in forecasting load growth, 
in site selection, in purchasing and 
expediting of equipment and in su- 
pervising construction. Pioneer's 
other services include substation, 
transmission and distribution stu- 
dies and design. 


Services in Regulatory Matters 
Pioneer offers its services in all 
phases of Federal, State and Local 
regulation including the rate base, 
depreciation analysis, cost of serv- 
ice studies, market analysis, certifi- 
cate proceedings and rate of return. 


Corporate Services 
Pioneer's services in corporate 
matters include business and man- 
agement engineering advice, fi- 
nancial, accounting and tax counsel 
and insurance and pension plans 
and programming. It operates a 
stock transfer and dividend dis- 
bursement service and maintains 
stock ledgers when desired. 


On your letterhead, write for 40-page 
booklet, “Pioneering New Horizons 
in Power."’ Describes, illustrates 
Pioneer’s engineering services, and 
corporate services, from financing to 
operation. 





PAGES WITH THE EDITORS (Continued) 


WAYNE R. SWANSON 


ized tax depreciation after five years. Ap- 
parently the tax law has given rise to two 
general methods of regulatory treatment 
for both accounting and rate making. The 
first and most popular is “normalization,” 
already mentioned. Under this method the 
reduction in taxes due to the alleged de- 
ferral of future tax liability is offset by 
a deduction from income, usually desig- 
nated as a provision for future income 
taxes. The alternative method has more 
recently come to be known as “flow 
through.” We shall not quibble about the 
accuracy of that description. But we have 
our doubts. In practice it means either an 
increase in net income for the company 
or credit for the consumers via rate mak- 
ing, or a combination of both. 

WILLARD F. STANLEY, president of 
Corporate Services, Inc., of New York 
city, has made a careful survey of the ad- 
vantages and disadvantages to public 
utility companies in the use of accelerated 
tax depreciation under both normaliza- 
tion and flow-through treatments. Mr. 
STANLEY is a native of New York, who 
has followed a long career in public util- 
ity accounting and finance. He has also 
had a background in public utility man- 
agement before establishing his present 
business, which consists of giving finan- 
cial advice and allied services to corpora- 
tions, especially in the tax field. Mr. 
STANLEY is a well-known author, whose 
writings on financial and tax matters have 
appeared in many publications over a 
number of years. 


8 


_ a telephone company or any 
other public utility files an applica- 
tion for a rate increase with a state regu- 
latory commission, there is an under- 
standable attitude on the part of manage- 
ment to seek prompt action. Procedural 
prohlems to one side, what is the impact 
on the regulatory commission? How is it 
prepared to cope with the pressure for 
quick action while conforming with statu- 
tory requirements for due process and 
careful consideration of all factors in- 
volved? The HonoraBLE WayNE R. 
SWANSON, member of the Nebraska State 
Railway Commission, whose article begins 
on page 412, gives us some forthright an- 
swers to such questions. 

PRIOR to entering public service, ComM- 
MISSIONER SWANSON was active in the 
field of sanitary engineering and excava- 
tion. He is also a private pilot, who has 
been interested in transportation by air 
facilities. He was first appointed to the 
Nebraska commission to fill an unexpired 
vacancy. He was subsequently elected for 
the full term of six years—taking office 
January 3, 1957. 


* oe * x 


boven there is that ubiquitous word 
“security” which is getting almost as 
words 
“propaganda” or “communication” in the 
various ramifications of special meanings 
intended by different groups who use it. 


vague as those much-abused 


To working people, including those just 
emerging from schools to become part of 
the labor force, security has come to mean 
pensions, retirement, and other allied 
fringe benefits. Needless to say, this kind 
of security is a real problem for business 
management. JAMES H. CoLiins, Wash- 
ington, D. C., author of business articles, 
in his article beginning on page 416, has 
made another one of his entertaining 
‘one-man surveys” of how management 
is taking care of this responsibility. 


THE next number of this magazine will 
be out September 24th. 


Ie Odlétone- 
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serves a very special 
part of America 


ae than One-fifth of 
re © country’s indus- 
al users of natura] 
£as are located in nn 
— States whe 
| Olumbia serves ii 


hroughout its service territory—in Ohio, 
ennsylvania, West Virginia, Kentucky, 
irginia, Maryland and southern New 
ork — natural gas continues to be the 
eferred fuel for home and industry. 





SYSTEM, INC. 


COLUMBIA GAS SYSTEM SERVICE CORPORATION 
COLUMBIA HYDROCARBON CORPORATION 
120 EAST 41st STREET, NEW YORK 17, H.Y. 


ANY, 1700 MacCORKLE 


AVENUE, S.E., CHARLESTON, WEST VIRGINIA. COLUMBUS GROUP: THE 
OHIO FUEL GAS COMPANY, 99 NORTH FRONT ST., COLUMBUS 15, OHIO. 
PITTSBURGH GROUP: THE MANUFACTURERS LIGHT AND HEAT COMe- 
PANY, 800 UNION TRUST BLDG., PITTSBURGH 19, PA. 


CHARLESTON GROUP: UNITED FUEL GAS COMP 


C om In Q _sIN THE NEXT ISSUE 


(September 24, 1959, issue) 
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MORE FEDERAL PROJECTS—LINE FORMS TO THE LEFT 


As a blueprint for the future, the pending Bonneville Power Corporation Bill > 9127) 
is probably one of the most significant developments of the first session of the 86th 
Congress. It appears to represent the policy-level thinking of powerful political seg- 
ments associated with the so-called ''public power bloc."' Francis X. Welch, editor of 
PUBLIC UTILITIES FORTNIGHTLY, has made an analysis not only of the drastic policy 
change portended by this legislation, but also of the long history of legislative efforts 
to convert the business of electric supply and distribution from the area of private 
enterprise to government operation. It shows that it began with the inclusion of a mild 
and obscure sentence in the Reclamation Act of 1906, which later came to be known 
as the ‘'preference clause.'' Since then, in a step-by-step pattern, the federal govern- 
ment, in the réle of entrepreneur in the electric power business, has advanced to a 
position of the number one spot in the nation's power production business. The author 
also takes a look at where we go from here if the pending legislation should become law 
in the near future. 


JUDICIAL SUPERGOVERNMENT AND STATES' RIGHTS 

Writing only in his personal capacity, without expressing any viewpoint on behalf of 
the California Public Utilities Commission, of which he is the president, Judge Everett 
C. McKeage has given us a very thoughtful and analytical discussion of paramount 
importance of judicial supremacy compared with the other constitutional branches. 
Contrary to the ancient federalist doctrine that a good judge expands his jurisdiction, 
this author believes that an able judge exercises wise restraint to keep within his 
jurisdiction. He believes that the Constitution should not take on the coloring of the 
personal philosophy of each transient majority of the U. S. Supreme Court. He reminds 
us that the only check upon the exercise of power by the members of the highest court 
is their own sense of self-restraint. 


FERTILE FIELD FOR UTILITIES—AREA DEVELOPMENT 
Today most utilities recognize that participation in community development pays 
off in improved public relations. Not all realize that such activity can also turn into 
a good source of increased revenue. Actually, what helps the community ultimately 
helps the utility. New industrial companies, for example, will not locate in a city or 
town where streets, transportation, housing, educational and recreational facilities 
are below par. Realization of this fact has impelled many utilities to spearhead at- 
tempts at civic betterment. Some have achieved notable success in comprehensive 
area development programs. Some have failed on the first try. The interesting facets 
of community ‘'face-lifting’’ activities on the part of several companies are presented 
by C. E. Wright, free-lance author, who has made an informal survey of utility per- 
formance in the fertile field of area development. 


UTILITY ADDRESSES BEFORE THE PUBLIC UTILITY LAW SECTION, 

AMERICAN BAR ASSOCIATION—APPENDIX 
Important addresses on developments during the past year, as well as on current and 
future problems in the field of regulatory law, were delivered before the annual meet- 
ings of the Public Utility Law Section, held in Miami Beach, Florida, August 24th and 
25th, contemporaneously with the national convention of the American Bar Association. 
Full text of these papers will be reprinted in the September 24th issue of PUBLIC 
UTILITIES FORTNIGHTLY. 


* 


Al SO... Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington 
gossip, and other features of interest to public utility regulators, com- 
panies, executives, financial experts, employees, investors, and others. 
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Keep in step with 


ndard Report 
nas Sun 


The “One-step” Method delivers monthly reports in 
a matter of days instead of weeks. Rate engineers 
using this service know its value in checking and 
comparing seasonal consumption, and in planning 
for the future. Also, in the event of a pending rate 
case, the monthly reports make it a simple matter 
to prepare supplemental data when the case is called 


for hearing. The service has still another value in 


“ONE STEP”... 


ndard Report 
R&S pisces 


..-THE BEST METHOD OF MAINTAINING 
JP-TO-DATE BILLING ANALYSES 


. 


presenting rate cases — public service commissions 


readily recognize and accept analyses supported by 


R & S “One Step” reports. 


There are other provable reasons why you should 
investigate the “One Step” Method—all the work is 
done in our office—figures are produced faster and 


more economically than by other methods. 


Your inquiry is invited. We would like to send you 
our booklet describing the ‘‘One Step’’ Method 
— write Dept. U-2 (no obligation) 


ECORDING & STATISTICAL 


CORPORATION 








This exclusive R & S service is made possible by this 
machine of our invention. 


00 Sixth Avenue - New York 13, N. Y. 





CEoukdle CEaeke 


“There never was in the world two opinions alike.” 


EDITORIAL STATEMENT 
The Wall Street Journal. 


Rosert S. KERR 
U. S. Senator from Oklahoma. 


CaLvIn B. Hoover 
Professor of economics, 
Duke University. 


_ Erwin D. CANHAM 
President, Chamber of Commerce 
of the United States. 


GEORGE CHAMPION 


President, Chase Manhattan Bank. 


LIONEL D. Epic 
Economist. 


—MOoNnrfTAIGNE 





‘“‘A man is in a bad way when he has lost the power 
to make distinctions between the significant and the 
trivial, the good and the bad. No more than an individ- 
ual can a government long afford the luxury of aban- 
doning all discipline.” 


¥ 


“Both the St. Lawrence seaway and the TVA include 
public power, navigation, and flood control. I do not see 
why the President should proclaim one a great inter- 
national achievement and a contribution to world peace 
while calling the other creeping Socialism.” 


> 


“The right to quit a job, to loaf for a few days or 
months, to change from one job to another without hav- 
ing to observe universally applicable rules, and the op- 
portunity for at least temporary self-employment, make 
up a vastly important part of the liberties of men.” 


> 


“The greatest fact of our century is not war nor Com- 
munism nor nuclear power, but the expansion and ap- 
plication of knowledge. With this explosion of knowl- 
edge must come a deep inward penetration of wisdom, 
and a willingness to listen once more to the still, small 


voice of truth.” 


5 


“T must admit it is hard for me to appreciate the ar- 
gument that inflation at a rate of 3 per cent apparently 
is all right, but a rate of 5 per cent would be downright 
dangerous. Simple arithmetic tells us that 3 per cent in 
1940 would have grown on a compounded basis to a 
rate in excess of 5 per cent of the base period today. 

Sut even aside from this, it is clear that creeping infla- 

tion is something that we, as a nation, simply cannot 
afford for two compelling reasons: first, the positive 
harm that it would do to our domestic economy ; and, 
secondly, the profound impact it would have on our 
world position.” 


* 


“.. . during the next two years, the American econo- 
my will be under greater competitive pressure from 
Russia to develop capital expenditures on a more ade- 
quate scale. The real race between the two countries is 
in the field of capital expenditures. These matters have 
an important bearing on the defense cycle. In three busi- 
ness cycles since the war, the economic troubles have 
been seriously complicated in this country by sharp de- 
clines either in defense expenditures or in defense or- 
ders . . . the United States cannot afford to repeat this 
volatility. There is urgent need for a new pattern of 
stability in the defense side of the economy.” 
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ovina 


Typical Users of 
Newport News Equipment 


PLANT 

Boone 
Buchanan 
Caonillas 
Chief Joseph 
Clark Hill 
Deer Lake 
Folsom 

Fort Patrick Henry 
Hiwassee 
Hoover 

J. H. Kerr 

Jim Woodruff 
Lower Salmon 
Norris 

Rock Creek 
Santee-Cooper 
C. J. Strike 
Whitney 
Wilson 


LOCATION 
Tennessee 
Texas 

Puerto Rico 
Washington 
South Carolina 
Newfoundland 
California 
Tennessee 
Tennessee 
Nevada 
Virginia 
Florida 

Idaho 
Tennessee 
California 
South Carolina 
Idaho 

Texas 
Alabama 


General view of dam at Grand Coulee, built by the Bureau 

of Reclamation, which utilizes 18 Newport News turbines, 

the most powerful ever built. Nine are 150,000 h.p. units, and 
the other nine are rated at 165,000 h.p. each. 


in building 
Water Power Equipmen 


Turbines designed and built for the world’s largest 
development at Grand Coulee...and for other 
hydroelectric installations in America and various parts 
of the world... bespeak the skill and facilities 

offered by Newport News. 


This trained organization has filled hydroelectric 
turbine contracts with an aggregate rated output 
of 7,000,000 horsepower. 


Other equipment designed and built by Newport News 
includes penstocks, pressure regulators, valves, pumps, 
gates and rack rakes. Upon request, a copy of our 
illustrated booklet entitled “WATER POWER 
EQUIPMENT” will be sent to you. 


Newport News 
SHIPBUILDING AND DRY DOCK COMPANY 


Newport News, Virginia 





THE MAN WHO HAS TO KNOW... 
W. E. DUGDALE, PURCHASING AGENT 


TELLS WHY... 


SERVICE pays dividends for 
Upper Peninsula Power's 
investment in General Electric 
Voltage Regulators 


“Overnight delivery of a General Elec- 
tric ML-32 Voltage Regulator from the 
Chicago warehouse cut outages to a 
minimum recently after a 3-phase line 
fault. Consistently prompt G-E service 
helps us give reliable power to our 
customers.” 


General Electric service means the 
widest and most experienced network 
of service shops and application engi- 
neers available to utilities. G-E service 
means quick regulator delivery from 
local warehouses, and rapid repair at 
local service points—ready for any reg- 
ulator emergency, seven days a week. 
And service means complete regulator 


engineering assistance before, during, 
and after the order. 

G-E REGULATORS COST LESS ON 
THE LINE because you get continuing 
extra dividends . . . from G-E SERVICE 
—routine or emergency; from G-E 
RESEARCH—superior regulating equip- 
ment; from G-E DEPENDABILITY— 
absolute minimum maintenance. Result: 
Extra Values—EXTRA PROFIT. 

Only General Electric returns so 
much for your regulator investment. 
Ask your General Electric Regulator 
Representative to show you how. Gen- 


eral Electric Co., Schenectady 5, N. Y. 


423-36 


Progress /s Our Most Important Product 


GENERAL @@ ELECTRIC 













































PROCEEDINGS 
I958 CONVENTION 


AT PHOENIX, ARIZONA 


NATIONAL ASSOCIATION OF RAILROAD 
AND UTILITIES COMMISSIONERS 





THIS edition contains valuable material on the 
subject of regulation of rates and services of 
public utilities and transportation companies 
including the following: 


Rates of Public Utilities and Transportation Agencies, Depreciation, Valuation, Railroad 
Passenger Deficit and Regulation of Public Utilities, Panel discussions on the subjects 
of "The Memphis Decision and Its Effect on Gas Distribution Companies", "The Case 
for Repeal of the Excise Taxes on Transportation and Communications", and “The 
Treatment of Accelerated Depreciation for Rate Making Purposes.” 


Price $10.00—Approximately 550 Pages 





OTHER PUBLICATIONS OF THE ASSOCIATION 
1957—Uniform System of Accounts for Water Utilities 
For the purpose of applying the 1957 Revised System of Accounts for Water Utilities 
prescribed by State Commissions the new editions have been printed in three (3) 
volumes: 


Class A & B — 128 pages 
Accounts for utilities having annual water operating revenues of $250,000 or more .... $4.50 


Class C — 100 pages 


Accounts for utilities having annual water operating revenues of $50,000 or more and 


Sie IE CSL cess ort SA Se Dea I aca tank mite nein lg cl ae Gave kee 3.50 
Class D — 64 pages 
Accounts for utilities having annual water operating revenues of less than $50,000 ... 2.00 


NOTE: 1958 Revised Uniform System of Accounts for Electric and Gas Utilities are in the process 
of being printed and will be available about May 1, 1959. 
1958—Regulations Governing the Preservation of Records of Electric, Gas 
Se INT INI etre Siri s win Ne Gh DERSU OS Swit HINGE RM SEN ORE saa HESS 1.00 
Local Service Telephone Rates (Revised 1957) 
An excellent compilation of rates prepared by NARUC Subcommittee on "exchange rates" 
for all exchanges of Bell System, the rates of cities of 50,000 population or more for Bell and 


Independent exchanges, and tabulation of above exchanges which had ten cent coin tele- 
See eT ONES PUES OOOO one Gc esse sei aes an db s4s eoaeo 20 50dae sed ss 2.00 


Local Service Telephone Rates—Set of revised pages only for 1958. 75 loose leaf pages 1.25 
Telephone Separations Manual (Revised 1957) 
Includes the 1952 addendum, the so-called Charleston Plan and the 1956 addendum, the 
en NEE SEEM PEMSREIDD 1 ork OEE (ig cons GA RWS Swiss & Lys Tiald w Sh. 076 eardua esac 2.00 
Depreciation: 
1943—1944 Reports of Committee on Depreciation. A comprehensive and complete analysis 
of the problems of depreciation on public utility regulation. 326 pages, paper bound 4.50 


1946—Methods of Pricing Retirements from Group Property Accounts .................. 1.25 
1948—Letter Symbols for Mathematics of Depreciation ...............cccccceeceeceees 1.00 
1948—Half Cycle Methods of Estimating Service Life .............. 0. cece cee eeeeeees 1.00 
1955—Report of Committee on Depreciation (Discussion of Liberalized Depreciation under 

SMD ERNIE SOD SOT ING, ooo 28 os hci nsniens oe h es hoaab sc Rabiase wiew os 1.25 
1956—Report of Committee on Depreciation (Depreciation Rates for Electric Utilities) .... 1.00 
1958—Report of Committee on Depreciation (Cost of Removal and Gross Salvage related to 

Book Cost Retired for Electric, Gas and Telephone Companies) .................. 1.00 


(When remittance accompanies order, we pay forwarding charges) 


NATIONAL ASSOCIATION OF RAILROAD AND 


UTILITIES COMMISSIONERS 
P. O. BOX 684 WASHINGTON 4, D. C. 
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| Thursday—10 


| fuerican Water Works 
| ° e . . . 

| Association, Missourt Sec- 
tion, will hold meeting, 
| Kansas City, Mo. Sept. 


| 
| Wd 


7-29, Advance notice. 


Friday—11 


Maryland Utilities Associa- 
tion begins annual fall con- 


Saturday—12 


Northwest Electric Light 

and Power Association will 

hold annual meeting, Van- 

couver, British Columbia, 

Canada. Sept. 28-30. Ad- 
vance notice. 


Sunday—13 


National Electrical Con- 
tractors Association begins 
convention, New 


York, N. Y. 


annual 





Monday—14 


Telephone As- 
sociation begins annual con- 
vention, Hot Springs, Ark. 


Arkansas 


ference, Virginia Beach, 
I “a. 
Tuesday—15 


Texas Mid-Continent Oil 
and Gas Association begins 


annual imeeting, Houston, 


Wednesday—16 


Telephone As- 


annual 


Michigan 
sociation 
convention, Grand Rapids, 


begins 


Thursday—17 


Natural Gasoline Associa- 
tion of begins 
Rocky Mountain regional 


America 





Rocky Mountain Telephone 

“!ssoctation ends three-day 

c nvention, Salt Lake City, 
Utah. 





Public Utilities Association 

of the Virgintas ends three- 

day annual meeting, White 
Sulphur Springs, W.Va. 


American Transit Associa- 
tion begins annual meeting, 
Minneapolis, Minn. 


Tex. Mich. meeting, Casper, Wyo. 
Friday—18 Saturday—19 Sunday—20 Monday—21 


New England Telephone 
Association begins annual 
convention, Bretton Woods, 


N. H. 





Tuesday—22 


Titird Industrial Nuclear 
/echnology Conference be- 
gins, Chicago, Il. 












Wednesday—23 


Southeastern Gas Associa- 
tion begins annual meeting, 
Columbia, S. C. 





Thursday—24 


New England Gas Associa- 
tion begins safety confer- 
ence, Boston, Mass. 








Friday—25 


Instrument Society of 
America ends six-day an- 
nual conference and exhibit, 


Chicago, II. 


ey 


























Courtesy, Bell Telephone Company of Pennsylvania 


Direct Dialing Splicer 
Stroudsburg, Pennsylvania, recently changed over to direct dialing 
and this cable-splicing chore by C. C. Sebring, Jr., on a Delaware 
Water Gap line was part of the all-important transition. 
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Liberalized Depreciation 
After Five Years 


What are the major practices among utilities in regard to liberalized 


By WILLARD F. STANLEY* 


depreciation and its second cousin, accelerated amortization? A case 
study made of 110 electric utilities has revealed some significant 
treatments. The principles involved are applicable not only to electric 
companies, but also to natural gas pipelines and telephone utilities 


BOUT five years ago Congress enacted 
the Revenue Act of 1954. This in- 
cluded § 167, providing for lib- 

eralized depreciation. In this day and age 
a detailed description of liberalized de- 
preciation (which, for brevity, will here- 
after be referred to as “LD”) hardly 
seems necessary. LD is a method whereby 
all corporations are given the option to 
write off, as a deduction for federal in- 





*President, Corporate Services, Inc., New York, 
New York. For additional personal note, see 
“Pages with the Editors.” 


as well. 





come tax purposes, the cost of new equip- 
ment installed after January 1, 1954, 
more rapidly in the earlier years of its 
life and in gradually reduced amounts 
over the later years thereof. If income tax 
rates remained static for the entire life of 
such property, and the company contin- 
ued to have taxable income each year suf- 
ficient to absorb that year’s depreciation 
deduction, there would be no saving in 
taxes from LD, but merely a deferral of 
taxes. 

However, corporations would have the 
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important advantage of the interest-free 
use of the deferred taxes during the pe- 
riod of deferral. This was the purpose of 
the provision; 7.¢., to stimulate expansion 
by facilitating the financing of new equip- 
ment by reducing income taxes currently. 
For short-lived property, such as that of 
many industrials, with lives of five to ten 
years, the financial aid is paramount. 
With long-lived equipment, such as that 
customarily installed by utilities, the fi- 
nancial aid is insignificant but the defer- 
ral period is greatly extended so that the 
saving in the cost of money represented 
by the deferred taxes becomes substan- 
tial. 


We has happened under this situa- 

tion in the first five years of its op- 
eration? What policies are state regula- 
tory bodies pursuing as to the treatment 


of LD for accounting and rate purposes? 
How does the accounting profession re- 
gard the matter? Are most utilities mak- 
ing use of LD? These are a few questions 
that immediately suggest themselves. 
Perhaps because of the five-year anni- 
versary of LD, there has been a concen- 
trated revival of interest in this subject 
in recent months. For example, it was 
thoroughly discussed at the accounting 
conference of the Edison Electric Insti- 
tute and American Gas Association held 
recently in Chicago. A survey was also 
recently made of the views of security 
analysts with respect to what weight they 
would give in valuing utility common 
stocks to the taxes deferred under LD 
under the various accounting treatments 
of this method. Then on June 17, 1959, 
there was released an Institutional Re- 
search Study, prepared by Goodbody & 
Co., investment dealers of New York city, 
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giving a comparison of methods used by 
110 electric utility companies in account- 
ing for benefits derived from LD. 

In the regulatory arena, the New York 
Public Service Commission, in mid-April, 
1959, issued an order as to the handling 
of the matter, while hearings are in prog- 
ress before the Securities and Exchange 
Commission in Washington and the Cali- 
fornia Public Utilities Commission with 
respect to various aspects of these contro- 
versial issues. 


| bee Goodbody & Co. study covers 

only electric utilities and while this 
industry probably comprises the greater 
amount of all property involved as to all 
utilities, it does not cover the policies and 
procedures of two large segments of utili- 
ty operations; 7.¢e., natural gas pipelines, 
where practically all additions readily 
lend themselves to LD treatment, and the 
telephone industry, which also has con- 
siderable additions available. 

However, apart from the matter of 
adopting LD, where each industry has 
free choice, the accounting and other 
treatments are probably much the same 
in the last two mentioned utility indus- 
tries as with respect to electric companies, 
since they are all bound by the state com- 
mission where they operate, or, lacking 
commission orders, by the official pro- 
nouncements of the accounting profes- 
sion. Incidentally, it was stated at the Chi- 
cago accounting conference that none of 
the AT&T subsidiaries have to date 
adopted LD. 


Two Principal Treatments for 
Accounting and Rates 


4 ~~ first and most popular of these in 
terms of electric utilities (and prob- 
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ably, therefore, of all utilities) using LD, 
is what has come to be known as “normal- 
ization.” Under the normalization treat- 
ment, the reduction in taxes, due to the 
tax deferrals to future years, is offset by 
a deduction from income usually desig- 
nated “Provision for Future Income 
Taxes,” or “Provision for Deferred 
Taxes,” or some similar name, of an 
amount exactly equal to the tax reduction 
from LD. The effect is that net income 
remains unchanged. 

This “provision” (whatever its name) 
is credited on the balance sheet either to 
(a) a reserve for future taxes, (b) an 
account entitled ‘Accumulated Deferred 
Taxes” (much the same, in substance, as 
“(a)”)—or (c) toa special restricted sur- 
plus account which is usually designated 
as not being available for payment of 
dividends. Since there is no effect on in- 
come under normalization, there is, ac- 
cordingly, no impact on rates. 


HE alternative method has come to 
be known as “flow through.” “Flow 
through” can mean either (a) the flowing 
through of the tax reduction from LD to 
increase the net income of the utility. 


This could be called “flow through for ac- 
counting only.” Or it can, and usually is, 
intended to mean a flow through of the 
benefits of LD to reduce rates of con- 
sumers, This might be called “flow 
through for rate purposes.”” Under nor- 
mal rate reduction procedure a determi- 
nation is made of the amount of lower 
rates necessary to reduce corporate net in- 
come to the permitted rate of return on 
the agreed rate base. 


NDER this method where LD is em- 
ployed and normalization is not used, 
the tax reduction from LD is bound to end 
in the pockets of consumers in any rate 
case, unless income from this tax reduc- 
tion is specifically excluded from the com- 
pany’s income in making the rate compu- 
tations. In actual fact, a bit over twice 
the amount of the reduced taxes from 
LD will have to be transferred to cus- 
tomers to allow for the reduction in fed- 
eral income taxes that will inevitably fol- 
low the rate reduction. Therefore, spe- 
cific exclusion of the LD tax reduction is 
necessary if “flow through for account- 
ing only” and not “flow through for rate 
purposes,” is to be followed. 


Normalization versus Flow Through for Accounting Only 
LD must be considered as a sort of second cousin to accelerated amortization 
under the Revenue Act of 1950. This latter provision was inserted to stimulate 
expansion for national defense in connection with the hostilities in Korea. The 
Goodbody study covers accelerated amortization (which, for brevity, will here- 
after be referred to as ''AA"’) as well as LD. Under AA not a single utility uses 
any kind of "flow through." "Normalization" is uniformly employed as to AA 
with 63 companies crediting the provision for future taxes to a reserve or its 
equivalent and 3! companies crediting a restricted surplus. It should be borne 
in mind that these treatments of AA were established long before LD was 
even thought of. 


“second cousin” logically should have the 
same treatment. But in stressing the sim- 
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[I was natural, therefore, that utility 
management should feel that the new 
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ilarities of the two methods—.e., both 
are designed to stimulate expansion, both 
call for writing off property faster than 
customary for tax purposes, etc.—the 
differences between the methods were 
overlooked or minimized. Among these 
differences are: (1) LD is available by 
law to all corporations—AA only to those 
proving the.s expansion is necessary for 
national defense, (2) the write-off period 
is five years for AA, the entire life ex- 
pectancy of the property for LD. Thus 
the benefits of AA would terminate in a 
relatively few years (in fact these bene- 
fits are fast reaching conclusion as to 
utilities), whereas benefits from LD ex- 
tend over a long period of years, more 


than fifteen in the case of public utilities. 


ra in the case of continuously ex- 
panding industries, such as utilities, 
it is doubtful when the tide will turn and 
total taxes increase because of lower ag- 
gregate depreciation deductions. For in- 
stance, it is mathematically provable that 
if a utility continues to make the same 
amount (not percentage) of additions 
year after year, and adopts LD as to all 
these additions, the interest-free use of the 
deferred taxes would continue into infin- 
ity. For these reasons, it was natural, after 
study, that regulatory bodies and others 
should view LD in a substantially differ- 
ent manner from AA. 


ASSUMING FLOW THROUGH could be limited to accounting only and 
note affect rates—admittedly an optimistic assumption—should utilities favor 
flow through or normalization? There is much to be said on both sides. For in- 
stance, if flow through for accounting only were adopted, a regulatory body 
could reverse itself subsequently and apply the flow through to rates also, Nor- 
malization does not give the utility more net income, but it gives it interest-free 
use of the deferred taxes for a considerable period—a substantial amount of 
"costless'' capital. Where the "'provision'’ for future taxes is credited to re- 
stricted surplus, about half the security analysts covered by the recent survey 
indicated they would include deferred taxes from LD in common stock equity 
in calculating corporate capitalization. 











SEPTEMBER 10, 1959 





LIBERALIZED DEPRECIATION AFTER FIVE YEARS 


| mse through for accounting only 

would give the company, not only the 
same free use of the deferred taxes, but 
an income increase for many years while 
the depreciation deductions remain high. 
About two-thirds of security analysts in- 
dicated they would include deferred taxes 
from LD as a part of common stock 
equity if the utility used flow through. 
Two-thirds also held they would include 
the LD income in per share earnings on 
common stock. 

However, regardless of which method 
seems to present the greater attractions, 
it appears that only in exceptional cases 
will utilities be free to make this decision 
as to normalization or flow through. 
Where a state commission order applies, 
it must, naturally, be followed. The same 
is true of interstate situations (like the 
natural gas pipeline) subject to FPC or- 
der. 

Where there are no state or federal 
regulatory bodies, or where such bodies 
have not yet reached a decision in the mat- 
ter, utilities must conform to Revised Ac- 
counting Research Bulletin No. 44 re- 
cently issued by the committee on ac- 
counting procedure of the American In- 
stitute of Certified Public Accountants. 
This bulletin is binding on the accounting 
profession for practical purposes. It re- 
vises original Bulletin No. 44 issued in 
October, 1954. The latter permitted cor- 
porations to flow through the deferred 
taxes from LD to income if they wished. 
The revision reverses this position and 
holds that provision should be made for 
deferred income taxes (or, in the alterna- 
tive, additions made to amortization or 
depreciation accounts), provided (1) de- 
preciation on the books is taken at a dif- 


ferent method than one of the permitted 
methods under LD, and (2) if the amount 
of deferred taxes from LD is material. 


A to the first condition, it is believed 
that utilities have unanimously ad- 
hered to straight-line depreciation for 
book purposes when they adopted LD or 
AA. As to the second, a statistical table 
prepared from the Goodbody study indi- 
cates that for 1958, tax benefits from LD 
per share of common stock of 74 electric 
utilities, as to which information was 
available, amounted to over 10 per cent 
of total per share common stock earnings 
for that year. Five per cent is the cus- 
tomary figure used by SEC to determine 
materiality. Therefore, it appears that if 
the average is over 10 per cent it can rea- 
sonably be expected that a substantial ma- 
jority of the utilities involved would show 
more than the 5 per cent minimum. 

For these reasons, it appears that at 
least the great majority of electric utili- 
ties (and probably those of other cate- 
gories also) are presently controlled as to 
their accounting treatment of LD either 
by commission orders or the institute bul- 
letin. The bulletin contains certain excep- 
tions to its general rule but they should 
apply only to a few utility companies. 


Summary of Goodbody & Co. Study 


? the 110 electric utilities included in 

this study, the following tabulation 
shows (a) the percentage of these com- 
panies adopting LD and AA, respectively, 
(b) the percentage of such companies us- 
ing various accounting treatments, and 
(c) the same type of percentages as (b) 
except shown in relation to companies 
adopting LD and AA rather than to all 
110 companies. (See table, page 406.) 
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While the Goodbody study does not 
show whether the utilities are using a par- 
ticular method pursuant to commission 
order or without such order, by their own 
choice, the writer believes it fair to as- 
sume that as to the 24 cases where flow 
through is used for LD the great majori- 
ty of these companies are employing this 
method pursuant to commission require- 
ments. Generally speaking, normalization 
has been the preferred method of account- 
ing with the utilities, both as to LD and 
AA. Therefore it seems reasonable to 
suppose that where flow through for LD 
is used, it is at the behest of regulatory 
authorities. 


How about Flow Through for Rate 
Purposes P 


ESPITE the fact that a considerable 
number of regulatory authorities 
have adopted or are considering adoption 
of flow through for rate purposes (New 
York and Pennsylvania are the large 
states so far), several serious objections 


are involved in this treatment. At the re- 
cent joint accounting conference in Chi- 
cago, the consensus seemed to be that the 
trend was in the direction of flow through 
for rate purposes and that the cause of 
normalization was a lost one. The latter 
fear seems somewhat inconsistent with the 
fact that of 85 companies using LD, 73 
per cent are using some form of normali- 
zation—probably with the approval or 
blessing of their regulatory authorities in 
a substantial majority of cases. 

But considering how objectionable the 
flow through for rate purposes is, it hard- 
ly seems that complete surrender should 
yet be made to this method. It is not mere- 
ly objectionable to the utilities from a 
selfish standpoint, but appears to involve 
a moral (and perhaps a legal) wrong, 
plus an economic monstrosity so fantastic 
as to be well-nigh incredible. 


HIs method is immoral because it nul- 
lifies the intention of Congress to 
permit all corporations (including utili- 


& 


Not using LD or AA (number of 
companies 25 in each case) 

Using normalization with “provision 
for future taxes” credited to a re- 
serve (number of companies 46 LD, 
43 AA) or to “Accumulated De- 
ferred Taxes” (number of com- 
panies 8 LD, 13 AA)—e., treated 
as liabilities in each case 

Using normalization with “provision 
for future taxes” credited to a re- 
stricted surplus (number of com- 
panies 10 LD, 31 AA) 

Using flow through (number of com- 
panies 24 LD, 0-AA) 


Percentage of Percentages of 
110 Companies Companies Adopting 


LD AA LD AA 
22% 22%* = —, 


50% 62% 65% 
28% 11% 35% 


0 27% 0 








100% 100% 100% 


*Use of AA is limited to cases where corporations can convince the federal 
authorities that the additions as to which they make application are necessary 
for national defense. In this respect it differs from LD which is open to adop- 


tion by all corporations at their option. 
SEPTEMBER 10, 1959 
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ties) to obtain the benefit of interest-free 
funds from the deferral of taxes to later 
years. If these deferred taxes are handed 
over to consumers, the purpose of the 
statute is canceled out. Were we dealing 
here with AA, instead of LD, it might be 
argued that Congress had not intended 
that the benefits should extend to rate- 
regulated utilities; and, had it thought 
of it before the enactment, it would 
have excluded utilities from the operation 
of the law. 


B” for years before LD was enacted, 
numerous arguments and hearings be- 
fore public bodies, such as FPC, SEC, and 


many state commissions, were held, at 
which the propriety of the includability 
of utilities was discussed. It seems in- 
credible that the federal Treasury, and 
congressional members of the pertinent 
committees, did not become aware of 
some of these discussions and contentions 
and thus have this matter in mind when 
LD came up for consideration. In the 
light of what had previously transpired, 
the action of Congress in making no ex- 
ception as to utilities seems conclusive 
evidence of its intention and desire that 
utilities should share in the benefits of LD 
to the same extent as all other corpora- 
tions. 


FLOW THROUGH FOR RATE PURPOSES involves an economic monstrosity 
because (as above indicated) in a normal rate proceeding, net income com- 
prising the deferred taxes under LD would be treated the same as any other 
portion of the utility's income. In order to divest the utility of its excess income 
(including that derived from LD), it is necessary, under the existing 52 per cent 
corporate income tax rate, to reduce customers’ rates by $2.08 for each $1 of 
income arising from the taxes deferred by LD, so that after deducting the 52 
per cent tax saving which the utility will automatically derive by reason of the 
rate reduction, it will have income equal to the allowed rate of return on the 
accepted rate base. This means that in addition to each $1 of deferred taxes, 
which Congress intended to defer to aid corporations in expansion for the 
benefit of our national economy, there will also be deferred (for the same 
period) an additional $1.08 (104 per cent of the intended deferral), thereby 
severely penalizing the federal Treasury, and, indirectly, all federal taxpayers, 
and substantially reducing current tax revenues. 


D” to the functioning of the rate op- 
eration the Treasury is required to 
bear the cost of carrying over twice the 
amount of deferred taxes which Congress 
intended in enacting the legislation. Just 
how much additional loss in current tax 
revenue would result to the Treasury from 
applying flow through for rate purposes 
is difficult to estimate, but it is reasonable 
to assume that it should be substantial. 
Also, it will inevitably increase annual- 


ly as more additions become subject to 
LD, as more commissions adopt flow 
through for tax purposes, and as more 
and more rate cases translate the LD in- 
come into rate reductions for the con- 
sumers. 


toed about 50 per cent of the $1.08 
excess deferrals would result in 
penalization of the Treasury since it is 
reasonable to suppose it would recover the 
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reduced taxes of the utility from corpora- 
tions which are commercial and industrial 
customers and whose income is increased 
and taxes increased accordingly, because 
of the fantastic functioning of the rate- 
making procedure. But no recovery is pos- 
sible as to residential and most rural cus- 
tomers, where lower rates do not mean 
increased taxable income. 


Rate Reduction and Flow 
Through 


may be contended that residential util- 

ity customers and individual income 
taxpayers are largely the same people. 
The graduated tax rates alone prove the 
fallacy of this supposition. In the personal 
case of the writer, his landlord pays all 
utility bills. A rate reduction would not 
be passed on to the writer in reduced 
rent, but, theoretically at least, he would 
be called upon, as a federal income tax- 
payer, to make up the loss in Treasury 
revenue by increased payments of per- 
sonal federal income tax. For this reason 
he believes that he and all others similar- 
ly situated have a right to protest against 
the adoption of flow through for rate 
purposes by the state commission. 

Various compromise treatments have 
been suggested as to flow through for rate 
purposes. These may prove advisable in 
those jurisdictions where abandonment of 
this principle in its entirety appears im- 
possible, on the theory that a half loaf is 
better than no bread. However, any com- 
promise would still transfer to consumers 
benefits which it was the intention of Con- 
gress should go wholly to the corpora- 
tion, and thus smack of immorality in 
partially nullifying the intention of Con- 
gress. 
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And while such compromises may 
mitigate, they cannot eliminate the ab- 
surdity latent in penalizing the federal 
Treasury through lowering its tax reve- 
nues in connection with the transfer of 
benefits to customers. 


T would appear that the federal Treas- 

ury and the IRS, as vitally interested 
parties, would wish to present this mat- 
ter to state commissions considering 
adoption of or which have already adopt- 
ed flow through for rate purposes. Cer- 
tainly the utility industry has the right, 
and even the duty, to use every legitimate 
means to end this immorality and absurd- 
ity, by presenting its case as strongly as 
possible to the pertinent commissions, to 
Congress, and, where it seems advisable, 
to the general public. It may not yet be 
too late to persuade some of the utility 
regulatory commissions to listen to reason. 


Why Not Adopt Liberalized 
Depreciation P 


 . eemnainng to the Goodbody study, 25 

electric utilities, plus an unknown 
number of natural gas pipelines, telephone 
companies, and other utilities, have not 
adopted LD. About half of these 25 elec- 
tric utilities have been using AA. Why 
this fairly widespread failure to take ad- 
vantage of important benefits obtainable 
under § 167? 

While this writer is not aware of 
any available figures on the subject, 
he believes the percentage of industrial 
corporations not adopting LD would 
prove very much smaller. Of course, the 
industrials have no rate problems and can 
be sure of getting the full benefit of the 
statute. 
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Benefits of LD Do Not Automatically Result in Adopting 
Flow Through for Rate Purposes 


SOME UTILITIES—in states which have adopted or are expected to 
adopt flow through for rate purposes—may feel that adopting LD will 
give the utility no benefit under these circumstances. Others, in states 
which have not yet reached a decision, may be waiting to see which 
way the cat will jump. Even in states adopting some form of normali- 
zation there may be fear that this policy may be reversed in view of 
the apparent trend in the direction of flow through for rate purposes. 
But there may not have been full realization of the fact that merely 
adopting the principle of flow through for rate purposes does not 
automatically give the utility the benefit of LD. This occurs only if and 
when an actual rate case arises. 


HERE must be a considerable number 

of the electric utilities not yet adopt- 
ing LD whose rate of return and prospec- 
tive earnings are such that it is reason- 
able to expect that after allowing for the 
taxes deferred by LD, neither an applica- 
tion for a rate increase nor action by the 
commission for a rate reduction is likely 
to occur for a number of years, perhaps 
many. 

If a company with $20 million of an- 
nual additions applicable to LD adopted 
that method in 1954 and continued to do 
so each year as to current year’s addi- 
tions, the accumulated deferred taxes, at 
an assumed money cost of 6 per cent over- 


all, would aggregate approximately $270,- 
000 for the five-year period, assuming 
there was no rate case therein. Rate re- 
ductions not being retroactive, this bene- 
fit would inure to the utility permanently, 
even if rates were reduced immediately 
after the five years. Naturally, the amount 
of these benefits would increase with each 
year after five during which no rate case 
arose. 


N addition to fear of loss of benefits of 
LD there is the matter of paper work 
incident to its adoption. No doubt some 
trouble and expense will be involved, in 
segregating and identifying the classes and 
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items of property as to which LD is 
claimed, but where annual additions are 
large in dollars, the benefits would un- 
questionably far outweigh the trouble and 
cost of keeping such separate tax records. 
Corporations are free each year to pick 
and choose the classes of property or items 
in each class as to which they elect to 
adopt LD, but the right to adopt this meth- 
od is forever lost as to additions not des- 
ignated for adoption in the utility’s in- 
come tax return for the year in which the 
additions were completed. 

Companies using AA already have had 
to segregate items subject to this method, 
and will have to do so as to items which 
are subject to AA but have not yet been 
completed. Therefore, there would be no 
extra trouble in adopting LD as to the 
uncertified portion of these AA items 
completed in 1959 and subsequent years. 
It has been customary to certify for AA 
between 35 per cent and 55 per cent of 
the total cost of utility projects. The bal- 
ance is subject to LD at the company’s 
election, the same as any other addi- 
tions. 

A $50 million turbine installation, certi- 
fied for AA to 50 per cent would enable a 
utility adopting LD as to the uncertified 
portion to realize a net economic benefit 
over an assumed 40-year life of this item 
in excess of $3.7 million, assuming an 
overall money cost at the conservative 
rate of 5 per cent. 


r is evident from the foregoing that the 

impact of flow through for rate pur- 
poses will vary radically both as between 
different utilities and as between differ- 
ent types of utility operations. The nat- 
ural gas and telephone industries would, 
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generally speaking, appear to have less to 
gain from adopting LD under these cir- 
cumstances than the electric utilities, 
since the former are accustomed to fairly 
frequent rate controversies, whereas elec- 
tric utilities have comparatively few rate 
cases pending at any time. 

There are too many variables for ac- 
curate general recommendations, but it is 
urged that utilities which have not yet 
adopted LD re-examine their position in 
the light of recent developments and of 
what has been said above, and see if they 
may not find justification for adopting 
this method. 

There is another reason for adopting 
LD in states following flow through for 
rate purposes. That is the possibility that 
the commission may hold that it will com- 
pute income of the utility for rate pur- 
poses as if it had adopted LD even where 
it has not done so. Such a position was 
indicated by the New York commission. 
Whether it would be upheld by the courts 
may be open to question, but it appears 
that the chief executive and top financial 
officers of utilities operating in states 
where such a condition prevails might pos- 
sibly subject themselves to personal lia- 
bility from suits of stockholders if they 
failed to adopt LD under these circum- 
stances. Such suits, too, might be defeat- 
ed by the courts, but it does not seem fair 
to ask company officials to take such a 
chance, 


By Any Other Name? 


HE writer long has considered the 
term LD an unfortunate one, since 
it carries a connotation of generosity, 
openhandedness, and liberality, with the 
implication to the uninformed that Con- 
gress has been generous and liberal with 
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the corporations in granting LD. Actual- 
ly, of course, the benefits to corporations 
are incidental, the primary purpose of 
Congress being to aid permanently the na- 


Rapid Tax Depreciation—How to Use 
It Profitably”) published February, 1955, 
by Prentice-Hall, but this term never at- 
tained popularity. A solution may be that 


AA will be terminated as to utilities in a 
very few years, and when this occurs, the 
term “‘accelerated” can be substituted for 
“liberalized” without danger of the con- 
fusion which would ensue if both meth- 
ods were presently given the same initial 
designation. 


tion’s general economy by continuously 
stimulating expansion. “Accelerated” is 
obviously the accurate word for this 
method, but this was impracticable be- 
cause of AA. 

The writer used the term “rapid” 
in his book on this subject (“New 





The Power to Tax 


E often forget that the taxes levied by our governments aim not only 
at raising revenue but also at other purposes. Taxation today is the 
favorite weapon of interventionism. Federal income taxes, for instance, un- 
doubtedly are intended to yield some revenue but they also aim to bring about 
greater equality of wealth and income. ... Some affect various sectors of pro- 
duction and trade. Others change business customs and conduct. And, finally, 
still others aim at controlling or changing our economic system. In far too many 
cases, the revenue accruing to the government treasury is an insignificant side 
effect of taxation. ... The taxes that are to control or change our free eco- 
nomic system are directed against its very foundations: the profit incentive 
and capital accumulation. ... 

"Progressive income taxes and business taxes diminish the incentive to work. 
. .. Without the pecuniary incentive, fewer young men will choose a career 
requiring long we costly preparation or connected with uncertainty and risk; 
and this tends to reduce the supply of such labor, thus impeding economic 
progress. 

"It is no coincidence that throughout the capitalist era the most energetic 
and ambitious men in America went into business and became founders and 
promoters of successful enterprises. On the other hand, socialist and inter- 
ventionist societies offer to the ambitious little choice beyond the military 
services, a political career, or emigration to a capitalist country. .. . 

"Business profits and losses are the signals of the free enterprise system. A 
profit indicates that the businessman is efficiently satisfying the needs of con- 
sumers. Profits not only encourage but also provide the means for expansion. 
Losses, on the other hand, indicate to the businessman that his costs of pro- 
duction exceed the market price of his products and that he must produce 
more efficiently or else face bankruptcy. 

"Taxes on profits interfere with these important signals. They weaken the 
signal of encouragement to a profitable business and confiscate the means 
needed for expansion. Thus, taxes frustrate the adjustment the market demands, 
destroying the dynamism of competitive enterprise, protecting inefficient op- 
erators at the expense of more capable competitors. The capitalist economy 
thus loses its characteristics of quick adaptability, managerial efficiency, and 
keen competition. The fundamental pillars of the free market are dangerously 
weakened by the present taxes on business profits." 


—HANS F. SENNHOLZ, 


M1 


Head, department of economics, Grove City College, Pennsylvania. 
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A State Commissioner Looks 
at the Telephone Industry 


By the Honorable WAYNE R. SWANSON* 


MEMBER, NEBRASKA STATE RAILWAY COMMISSION 


With clear insight and objectivity, the author pinpoints some of the 

weak spots of the telephone industry. In a spirit of friendly helpfulness 

he gives ideas on what must be done to improve its relations with the 

public and regulatory agencies, and to achieve its fullest stature in 
the growth years ahead. 


HERE is no place on earth where any 
industry has had growth compa- 
rable to that which the telephone in- 
dustry has experienced in our nation. The 
people of the industry are entitled to 
much of the credit for this growth, but 
they are not entitled to all of it. Neither 
is all the credit claimed for government. 
Here are a few ways in which I, as a 
state regulator, feel the telephone indus- 
try can be improved in the public interest : 
The telephone industry’s public rela- 
tions are not the best. There is much room 
for improvement. Why do telephone com- 


*For additional personal note, see “Pages with 
the Editors.” 
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panies feel it necessary to withhold facts 
from their subscribers concerning rate in- 
creases? Why do they not explain to 
them the facts and circumstances neces- 
sitating rate increases and stop hiding be- 
hind the commissions? They deceive none 
but themselves when they fail to face up 
to facts. 


f fen telephone industry will have to ex- 
tend its service to all who desire it. 
Sparsely populated areas are entitled to 
communication service without resort to 
use of the smoke signal, or construction 
of their own plant. If private industry 
will not do it, the “Great White Father” 
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will, as evidenced by the REA’s already 
in use and those in prospect. Must the 
telephone industry stand still until it suf- 
fers the fate which befell another utility 
in Nebraska some years ago? 


4) gene return on investment is not the 

correct measure of adequate service 
to subscribers. That measure is short- 
sighted, selfish, and will ultimately lead 
to ruination. Investors should earn a rea- 
sonable rate of return on their invest- 
ment; labor and management should be 
adequately paid, but by all means avoid 
overemphasis. Telephone companies 
would do well to re-examine their over- 
all policy more often. 

Exchanges located in defined areas and 
established boundaries with limited num- 
bers of subscribers may find it necessary 
to consolidate with other exchanges for 
their earning potential is not sufficiently 
large to enable them to survive for long; 
they cannot pay wages which will attract 
and keep the required numbers of skilled 
and competent employees to carry on op- 
erations and they cannot obtain loans of 
size and amount for modernization of 
plant and equipment. It seems to me that 
the large companies will be able to sur- 
vive, but the smaller ones are doomed to 
perish. 

Has the telephone industry ever stud- 
ied carefully and thought through to 
a logical conclusion the effect upon its 
companies of the provisions of the statutes 
relating to service and area set forth in 
§ 96-213 Reissue of the Revised Statutes 
of Nebraska? If not, it would be well for 
it to do so at once, for as a distinguished 
American one time said, “The forces 
which can destroy the huts of the humble, 


will one day raze the mansions of the 
mighty.” 


—- revenues resulting from use 
of modern scientific equipment will 
have to be shared with telephone subscrib- 
ers, akin in manner and method to the 
plan developed by Henry Ford, one of 
America’s greatest industrialists. 

Industry should acquaint regulatory 
agencies of government with its difficul- 
ties, its problems, and its future plans. 
The Nebraska State Railway Commis- 
sion has always felt this to be in the pub- 
lic interest and it has always been its pol- 
icy to invite co-operation. The response 
has left much to be desired. I level no 
criticism whatsoever at industry for its 
aloofness. 

I think I understand full well why 
a “Goliath” is loath to even visit with 
a “Pygmy.” It is readily understandable 
why governmental agencies become pyg- 
mies when it is remembered that legisla- 
tures fail, neglect, and refuse to make 
adequate appropriations sufficient in 
amount to attract and retain necessary 
numbers of qualified personnel. What if 
the individual commissions would take the 
same attitude towards the telephone com- 
panies as does the budget committee of the 
legislature. 

The budget committee of the state 
legislature says, in short, that money ap- 
propriated for professional personnel, 
such as statisticians, accountants, engi- 
neers, and attorneys, is unrealistic. What 
would you think if the Nebraska State 
Railway Commission would subtract such 
salaries from the overall cost figures in 
its decision on a rate matter? 

I do not know why legislators are so 
persuaded. 
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Should Industry Help Regulators? 

| THINK | know why industry specialists and technicians shy away from regula- 

tory commissioners and staff members of these commissions, Is it industry's 
problem to see that proper appropriations are made available to regulators? 
The answer is "'yes'' to some degree, at least. What affirmative duty in law 
devolves upon the telephone industry to lobby for commission appropriations? 
There is no prohibition in law against the telephone people appearing before 
the budget committee of the legislature to testify to the needs and require- 
ments of the commission. But the industry is always conspicuous by its absence 

at budget hearings for the railway commission. 


This objection might be raised: Since 
telephone companies have to get com- 
mission approval for all their rate in- 
creases, it would not look good for them 
to appear in support of the commission 
budget. Such arguments have been made 
in times gone by and they are equally im- 
potent, illogical, and nonsensical today 
as they were yesterday. If it is inherently 
wrong for the telephone industry to ap- 
pear in support of commission require- 
ments before legislative committees, how 
can one justify coddling individual legis- 
lators and appearances before other legis- 
lative committees in other matters affect- 
ing, either directly or indirectly, the in- 
dustry? 
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Telephone Industry Fairly Treated 


M* investigation of the official records 
of the Nebraska State Railway 
Commission shows that the telephone in- 
dustry has been treated most fairly 
throughout the years; moreover, the in- 
dustry received liberal treatment. 

Whenever an application for a rate in- 
crease is filed by a larger company, pres- 
sure is applied from every conceivable 
source to have the application set at once 
for immediate hearing. The ink is scarce- 
ly dry on the court reporter’s tape when 
the chant goes up to “Hurry, hurry, hur- 
ry” with the transcript, and to “Rush, 
rush, rush” the order. All this goes on 
and on and on when it is well known that 
the staff is undermanned and the com- 
missioners are literally snowed under with 
all the other official duties. 


If that were not enough, the state legis- 
lature comes along with a measure to re- 
quire a decision within thirty days after 
completion of the hearing, and all the 
while the legislature fails, neglects, and 
refuses to make appropriations to hire 
competent help in sufficient numbers to 
perform the work. Along with this handi- 
cap are bitter attacks on the qualifications 
of commissioners. The public is privileged 
to criticize its public officers, and that is 
to be expected, but such criticism comes 
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with poor grace when it is inspired by 
those who seek to serve a selfish motive, 
or curry favor with higher-ups in the 
company, or to save face with superiors. 
Just a very small percentage of the loss 
occasioned by regulatory lag would go 
far toward acquiring and maintaining a 
competent staff which would at all times 
guard against lag and resulting waste. 


Other States Have Regulatory Lag, Too 


[lf telephone rate orders seem to be slow 

in coming from the Nebraska State 
Railway Commission, let us consider 
what goes on in other states, particularly 
in the state of Louisiana. It was the privi- 
lege, a short while ago, of one of my col- 
leagues and myself, to hear evidence pre- 
sented in the Louisiana case. It was a 
thrilling experience to witness, for a 
change, competent staff people going 
about their work with nothing crammed 
down anyone’s throat from either side of 
the table. 

I have since kept abreast of the 
progress of that case before both the 
Louisiana commission and the Louisiana 
courts. After more than two years, the 
rates applied for are not in effect. The 
courts have consistently upheld the orders 
of the commission. The end does not ap- 
pear to be in the immediate future. 

We, in positions of responsibility on 
the Nebraska State Railway Commission, 
have much too high an opinion of the men 
charged with high-level decisions in the 
telephone industry to place credence in the 
oft-repeated comment to the effect that 
they feel a strong commission and an able 
staff would make rate increases harder to 
obtain. The industry faces one of the 
most difficult problems ever to confront 


utilities. People always have, and most 
likely always will, move and talk. They 
move, largely, by for-hire carriers. They 
are presently moving farther and faster 
around the world and into outer space 
than ever before in the history of man- 
kind. 

By means of telephony man is able 
now to talk over great distances and with 
considerable dispatch, but, in my opinion, 
the telephone industry has not kept pace 
with the carriers of passengers and prop- 
erty in bringing to the people the im- 
provements for which they have the mon- 
ey to pay. Unless telephone companies 
employ greater industry, enlarged vision, 
and increased service at reduced prices, 
people will travel more and talk less over 
for-hire facilities. 


bie American people have the great- 

est earning ability of any people ever 
to inhabit the earth. They have the money 
to buy what they want. They will spend 
it freely when they can get value received. 
They have shared, gratis, with the people 
of the earth. They have given away more 
money, goods, and materials in the short 
space of our national life than has any 
other combination of people throughout all 
history. 

The American people are generous but 
they will not be hoodwinked. Their 
goodness flows within their veins along 
with their lifeblood; thrift is their 
heritage. Their demands are great and ex- 
acting, but they are willing to pay for all 
they demand. They are now demanding 
improved and modern service from the 
telephone industry. Will it serve them or 
will it fail them? 





SEPTEMBER 10, 1959 





Everybody Is Talking about 
Security! 


By JAMES H. COLLINS* 


Employees seek jobs with companies that will pay a pension 
on retirement. Management has the security problem of 
keeping such companies alive. Together, they are on the same 
team, facing our razzle-dazzle economy. So, security could 
be a fruitful subject for discussion—especially for utility 
people, who stand high on security plans. 


Is word “security,”’ so much tossed 
around lately, appears to be opening 
up a new field of management-em- 

ployee interest. A fresh channel for what 
has been dubbed—rather ponderously— 
“employee communications.” 

Especially for utility company relations 
people. It also has public relations angles 
worth exploring. 

Security means many things to many 
people, but in utilities, both employees and 
management meet on a common ground. 
Like the Irishman who had to run like hell 


*Professional writer, resident in Washington, 


to stay where he was, they are trying to 
keep up with our kaleidoscopic economy. 

The average, or typical, or general utili- 
ty employee, the one you know, gets him- 
self the education needed to land a tele- 
phone, power, or gas company job, on 
technology. He hopes to advance as he 
gains experience, will shoulder responsi- 
bility and retrain for other jobs as they de- 
velop. 

He wants to work for a company in a 
line of business that is permanent, not like- 
ly to go bankrupt, be merged, or to be sup- 
planted by change. At the end, he wants a 
pension ample enough to let him play golf, 


— 
T, 








SEPTEMBER 10, 1959 








EVERYBODY IS TALKING ABOUT SECURITY! 


fish, pursue hobbies, perhaps even travel. 


T° management, security means main- 
taining that kind of job in that kind 
of company. It must keep abreast of the 
times, improving plant, products, proc- 
esses, services, and, in the case of utilities, 
doing it with research as well as money, 
because its money is limited by regulation. 
For this, management needs a high-cali- 
ber work force, and this is a trend of the 
times found in other lines of business. For 
an illustration, turn to the pages and pages 
of the new kind of “Help Wanted” adver- 
tising in newspapers and technical maga- 
zines, seeking engineers, scientists, and 
technicians of kinds that were unknown 
even a dozen years ago. 

If management were to talk about its 
own security hopes and plans, it would 
interest listeners out in the shops, be- 
cause they are planning and hoping to the 
same end. 

There might be interested customers, 
and the public generally, because every- 
body is running like the Irishman. 


Our Razzle-dazzle Technology 


7 country’s pace industrially and in 

living standards, since war’s end, has 
been frightening. Utility services furnish 
examples: 


Telephony has taken such seven-league 
strides toward push-button service that, if 
the operating and maintenance crew of a 
generation ago were brought into the ex- 
change of today, it would hardly know 
where to take hold. The telephone crew of 
today will be just as outdated tomorrow— 
which is probably ten years. There are in- 
tensive retraining programs needed to keep 
telephone employees up to the times, and 


there is the new selling and merchandising 
spirit. 

Electricity and gas have developed radi- 
cally new devices for heating and air con- 
ditioning, and are fighting a new war, 
prodding their customers to higher stand- 
ards of living, and working, and doing 
business. 

The young utility employee, having 
qualified by education and found a power 
company job, buying a house, would not 
be satisfied with one such as he was born 
in. He will consider a heat pump an abso- 
lute necessity. It now calls for an invest- 
ment that might have bought the cottage 
his grandparents lived in. But it is eco- 
nomical in household expenses, and be- 
sides, contributes to health as well as com- 
fort. And appliance engineers are con- 
stantly bringing down the cost, to reach 
wider markets. 


I the young breadwinner’s job is with a 
gas company, there will be comparable 
appliances. 

Gas has been through a technological 
revolution all its own, in about a dozen 
years changing over from manufactured 
fuel to natural gas, through pipelines, with 
underground storage, adding millions of 
new customers, performing prodigies of 
engineering and finance. 

As it stands today, gas ought to be the 
last word in technology. 

There is no last word in technology. 

Even before pipelines, scientists were 
researching ultra cold, for defense pur- 
poses. A Chicago company got interested 
in the new knowledge being obtained, and 
used it to develop the freezing of gas in 
Texas, and bringing it to Chicago for 
steam raising. 
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British gas authorities saw other possi- 
bilities in the method, collaborated in the 
conversion of an experimental tanker to 
frozen gas, and the other day London 
cooked its fish-and-chips with natural gas 
from Texas. Gas from the world’s surplus 
fields, now being flared, will be available 
to any country in the world. Japan will 
cook its rice with frozen gas from the 
Canadian Northwest; frozen gas will cost 
about half what housewives in other lands 
are now paying for manufactured gas, 
consumption will rise... 


X 258 below zero, frozen gas is reduced 
to one six-hundredth the volume, fa- 
cilitating rail transportation and compact 
storage. So, there appears to be still more 
change ahead for our domestic gas utili- 
ties. What effect will frozen gas have on 
pipelines—especially on costs of fuel, al- 
ready a looming problem? And on storage 
for winter peaks? 

Several years ago Washington had to 
turn to manufactured gas when a pipeline 
broke. It was an expensive expedient, and 
made possible only because the manufac- 
turing equipment had been kept standing 
by. With frozen gas an emergency supply 
could be kept without underground reser- 
voirs, or be brought in almost on an hour- 
ly basis. 

Everybody these days is talking about 
security. There might be a symbol for it 
—the word SECURITY and beneath it 
the running Irishman. 


Yardsticks on Security Plans 


ee these days is talking about 

security, and a great deal is being 
done about it. There are many plans, and 
a good deal of confusion, with bargaining, 
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and pressures, and suspicion about the way 
funds are controlled, and investigations— 
a controversial subject, from which most 
of the argument can be eliminated by put- 
ting a couple of yardsticks on any plan. 

These yardsticks show that utility com- 
pany security plans stand high in general 
industry, and are something to talk about 
to employees and the public. 

The first yardstick is to ask what kind 
of business a company is in, its profit mar- 
gin, its competition, its future. 

From time to time, in the news, there 
are announcements of most generous se- 
curity provisions for employees, safe- 
guarding them against accident, sickness, 
and providing liberal pensions, often with 
minor contributions by employees them- 
selves. Those are concerns with wide profit 
margins, sometimes family businesses, 
with a few hundred employees, usually 
technicians. 

A specific case is the security plan ar- 
ranged with an insurance company by a 
company making a well-advertised line of 
bathroom cabinet remedies. Even its com- 
petition is beneficial, as education for the 
wider use of such products. 

“They can afford it,” commented the 
insurance man who handled the policy ar- 
rangements, “but we do not find many con- 
cerns with such profit margins or stabili- 


ty.” 


anes this high level, the ability of busi- 
ness to finance security plans ranges 
down to the industries composed of many 
small companies as well as large ones, em- 
ploying only dozens of people, widely scat- 
tered in their jobs. Examples: trucking 
and coal mining. Their security arrange- 
ments are made by labor unions, and at 
present are in a state of evolution. 
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Still other lines of business are subject 
to fluctuations with changes in popular de- 
mand, and fashion, and competitive prod- 
ucts and services. 


Some businesses are even threat- 
ened with bankruptcy, and extinction. Ex- 
ample: railroad passenger traffic, particu- 
larly commuter service. 


y) 


Utilities Provide Stable Employment 


HE utilities, with the single exception of mass transportation in cities, are in lines 
as stable as food, housing, and clothing, though of course as minor items in 
family budgets. They are indispensable to society, and not greatly affected by 
change in basic demand, or even by depressions. Not to the same extent as other 
business. When times slacken, people can eliminate many manufactured products, 
make their cars do for several years, retrench in ways that seriously affect many 
industries. But in the utilities there has seldom been any real unemployment— 
mostly, the new hirings are decreased for the time being. 


Utility profit margins are not so much 
profit as bank interest on investment in 
plant. They are narrow compared with 
many other industries. There are no mil- 
lion-dollar hits, as in motion pictures. Nor 
are there any multimillion-dollar flops. 
They do not rise or fall with fluctuations 
in general business. 

So, while inflexible under regulation, 
compared with manufacturing and trade, 
they are stable for security purposes, and 
utility companies have been leaders in pro- 
viding protection against old age, and 
against the hazards of employees’ work- 
ing life. 


The Worry of the New Broom 


8 — kind of management does my 
company have?” is a good ques- 
tion for employees appraising security in 
their own jobs, thinking about protection 
against emergencies, and an income after 
retirement. It is another basic yardstick 
for measuring security plans, and useful 
to management in discussing such plans 
with employees. 
Utility companies show up in a very 
favorable light. 
This is an age of new brooms in man- 
agement. The postwar years have brought 
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radical changes. Many staid old concerns, 
in industry, trade, and service, often fam- 
ily-controlled, with elderly management, 
governed by seniority, and built up from 
the inside, thought to be solidly entrenched 
in their fields, have been upset by young 
competitors and new techniques. War 
bred many hustling young juveniles. They 
have ousted the seniors by mergers, proxy 
battles, purchases for consolidation. They 
have been brought into old concerns from 
the outside, to make more broadly bal- 
anced organizations, suited to these times. 

From the employee standpoint, new 
brooms have been a worry. People in jobs 
have been swept aside. There are many 
tragedies behind the news of mergers, 
both at the wage-earner levels, and among 
displaced executives. Change is inevitable, 
but it is hard, nevertheless. 

There is a story about a new broom boss 
of a transit company that had been show- 
ing its years. He was brought in from the 
outside, young, aggressive, getting the 
company back into the black. One em- 
ployee still on the payroll told another 
about a dream he had had. The new boss 
was dead. He was being carried to his 
grave by eight pallbearers. Suddenly the 
coffin lid burst open, and he sat up. 

“Here! Four of you are enough for this 
job,” he ordered. “The rest of you are 


fired.” 


Om nice thing that can be said for 
utility management, there are few 
new brooms. Nothing like the present tur- 
moil in other businesses. 
There is a reason in which employees 
should be interested. 
The utilities went through their merger 
days long ago. Power companies, for ex- 
ample, generally started as local enter- 
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prises, organized by home-town people, 
who pioneered the service. They were not 
well-equipped, financed, or operated, were 
not always able to grow with their com- 
munities. One of the strong arguments for 
public ownership in those days was that 
the privately owned power company would 
not extend its lines into outlying territory, 
so the community had to take over. 


A this stage, promoters came shopping 

for local power companies, bought 
them up, strengthened them in equipment, 
engineering, operation, and finance, and 
laid the foundations for the corporations 
of today. The promoters sold out and de- 
parted, and it was a lucrative business 
while it lasted. 

Gas companies were in an older busi- 
ness, and did not offer so many opportuni- 
ties for consolidations. 

Telephone mergers were made chiefly 
among the independent companies, in 
smaller communities, because the Bell sys- 
tem was growing from within, in the 
cities. After a period of merger competi- 
tion between the two systems, when the 
monopolistic character of the business was 
better understood, and regulation devel- 
oped, the industry worked out a “Hands 
off!” policy on mergers. 

It has been said that nobody ever made 
a million dollars in the telephone business, 
except perhaps Bell. It has never been a 
business of management ownership and 
opportunity, like manufacturing and 
trade. 

So, people in telephone jobs have few 
new broom worries. Where in other in- 
dustries the new boss may be an outsider, 
in telephony he is almost always a tele- 
phone man—maybe the jobholder who, in 








another business, would lie awake nights, 
worrying. This is true in other utilities. 


Give All Credit to the Team 


8 anit companies have done an out- 

standing job of “make do” in adjust- 
ing to postwar conditions. Whenever man- 
agement feels disposed to talk about se- 
curity to employees, or the public, it can 
point with pride. 

Other business has had some leeway in 
raising prices to meet rising costs, but the 
utilities have been hampered by inflexibili- 
ty in the regulatory machinery. 

This is a subject rife with controversy, 
not to say emotion. Regulators and utility 
brass say things about each other in pub- 
lic, and other things in private, but boiled 
down to fundamentals it might be put this 
way: 

The regulatory commissions had never 
faced such a situation. Inflation brought 
new problems of plant valuation, deprecia- 
tion, operating expenses, protection of the 
public interest. 

Utility management has not been able 
to get the revenue needed, by its own esti- 
mates, to offset rising costs and provide 
new plant for headlong growth. 

It is likely that postwar experience will 
bring about greater flexibility in regula- 
tion, to meet such new situations. 

Meanwhile, the utilities have turned to 
research to develop improved equipment, 
to offset rising costs, and to salesmanship 
to sell more service, increasing revenues. 
Illustration : New appliances in power and 
gas, and direct dialing of long-distance 
calls to get more traffic out of expensive 
toll circuits. 

For all this, the utilities have had to 
build a team, training and promoting em- 


EVERYBODY IS TALKING ABOUT SECURITY! 





ployees, recruiting engineers and techni- 
cians. The whole achievement is one to be 
treated as teamwork, with credit all 
around. Really, an attractive standpoint. 


. might be interesting to employees to 

hear how utility security funds have 
been maintained on postwar revenue, while 
utility companies are being put through 
the financial wringer, and to compare their 
own protection with that of people in other 
industries. 

There is a general feeling among people 
on payrolls that the Boss provides for re- 
tirement, out of a bottomless Mother Hub- 
bard’s cupboard that can always produce 
fringe benefits, more vacation with pay— 
under pressure. 

The cold truth is that management 
chiefly provides compulsory savings plans 
by which even the thriftless regularly set 
aside something for emergencies and old 
age. Even Social Security, as it hands out 
a number, takes its first cut. 

Recently the Bell system put into effect 
a life insurance plan that stimulates this 
compulsory saving principle. 
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The Bell Life Insurance Plan 


Na BELL has long had a retirement plan based on salaries and wages, 

to which employees are asked to contribute nothing. The new insurance plan 
supplements this by group life insurance, optional with each employee, to which 
the company contributes part of the premium. The company also does all the 
paper work, and makes saving automatic. It seems to be easier for most people 
to save by signing up for something—instalments, deductions for stock purchases. 
Putting something aside every pay day is a hard wrench. This plan offers the in- 
dividual employee $1,000 worth of insurance for each $1,000 of pay, rounded out 
to the highest $1,000. He pays 50 cents a month on the first $2,000, and another 

four bits on each additional thousand. The company pays the balance. 


7. is term insurance, which buys the 

utmost protection for dependents for 
the premium. It has no loan, cash surren- 
der, or paid-up values, but does provide 
double indemnity for accidental death. The 
employee himself does not benefit, but pro- 
tection for his family, during his working 
career, and on retirement, is generally 
about doubled. 

The insurance can be increased with pay 
raises. The company takes over the whole 
premium after retirement, so the employee 
pays nothing more. While accident fea- 
tures cease then, and the amount of the 
policy is decreased 10 per cent yearly, the 
death coverage never goes below $1,500. 

This is said to be the second largest 
group policy written, covering a potential 
760,000 Bell employees. There is a larger 
group policy covering 2 million civil serv- 
ice workers. The Bell policy is underwrit- 
ten by 11 insurance companies, with re- 
insurance in 21 others, but the enormous 
amount of detail work involved is co-ordi- 
nated by Metropolitan. Already, more 
than $20 million has been paid in benefits. 


apace bodies have different view- 

points on such insurance. Are the 
premiums paid by the company to be rated 
as operating expense? How about retired 
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employees, who are included in the Bell 
plan—are premiums paid for them to be 
rated as operating expense? They are no 
longer producers. How about life insur- 
ance for officers or stockholders? 

These angles are being worked out, in 
different ways, but the general view de- 
veloping seems to be that utility companies 
must more and more hire, train, promote, 
and keep skilled people, to ensure progress 
with the times. What has always been 
called a job is today rounding out into a 
working career, with security provided by 
management. 

Group insurance does not add anything 
to retirement funds, but does add to the 
security of families during critical years. 
Security is generally discussed as some- 
thing for the individual, but as the town 
crackpot said, when it was suggested that 
he had nobody to keep but himself, “Who- 
ever saw anybody that had nobody to keep 
but themself ?” 


_ basic Bell security plan, which re- 
quires no contributions from em- 
ployees, is figured on annual salary or 
wages for the ten best earning years, multi- 
plied by years of service. An employee 
earning $5,000 a year during the ten years 
of highest salary, retiring after thirty 
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years’ service, receives $1,500 yearly, with 
additions for each year he works there- 
after. If he worked ten more years, his 
pension would be increased to $2,000. 
This kind of retirement plan lays a 
foundation upon which employees can 
build further security by their savings. 


And practically every form of thrift, from 
savings bank deposits to home buying, has 
shown amazing growth the past ten years. 

Everybody is thinking of old age, look- 
ing forward to retirement, and this is a 
remarkable shift in American thinking— 
how has it come about? 


“Silver Threads among the Gold” 

bps October 29th brings an historic anniversary—thirty years since 25 million 

shirts were lost in Wall Street, not all of them silk. And the date when America 
began looking for security. Up to that time this had always been regarded as the 
land of youth and opportunity, the haven for the oppressed of all nations, where 
they could come and apply their abilities to creating a new way of life, such as 
had never been known anywhere, in any epoch. But as the depression shut down, 
young people postponed marriage, the birth rate sagged, and life insurance 
actuaries went over their tables of expectancy, and warned that we were all get- 
ting older. Thanks to science, we were all living longer. There was already a startling 
population of oldsters, more coming in the years ahead, fewer babies being born, 

fewer young people to become producers. 


In ten years, the results would show up 
in the schools, in twenty years in the col- 
leges, and soon thereafter in the hiring 
lines. Our national anthem might well be 
“Silver Threads among the Gold.” 


HE actuaries regarded this trend as 

permanent, and insisted that we had 
better face up to the statistics, prepare to 
sit in the symbolic rocking chair. There 
were then no electronic computors. They 
did it all the hard way, with adding ma- 
chines and pencils. 
~ The reaction was typically American— 
if they were right, then how could some 
money be made out of it? 

Product designers and market survey- 
ors were enchanted. If people kept on liv- 
ing longer, and science gave them still 
more bonuses of years, and young people 
were constantly growing into senior citi- 
zens, as they should now be called—what 


a whale of a market! Senior citizens 
would need nonskid rugs, get-in-and- 
get-outable bathtubs, houses with no 
stairs, baby foods for second childhood. 

A new specialist put on a white smock 
and waited in his consulting office—the 
geriatrician, his province the aches and 
pains, the care and feeding of senior citi- 
zens. 


HE economists saw a solution for our 
"T plaguing problems of overproduction. 
“Let the oldsters eat up and wear out the 
surpluses,” they said. 

Where would they get the money? So- 
cial Security was invented, everybody got 
a number. 

There has never been any traceable ef- 
fect on the surpluses. 

It is always the unexpected that hap- 
pens. 

Maybe there was another war abreed- 
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ing. But we would not be dragged into it. 
We had learned our lesson. Nobody fore- 
saw a war all our own, with its tremen- 
dous burst of energy and inventiveness. 
Again, boy met girl, babies were born, 
the population was thoroughly stirred up, 
shifted around, infected with new ideas 
and wants. 

America was itself again, the country 
of youth, opportunity, never to grow old. 


Oldsters of A.D. 2000, Arise! 


i: ieee more thought is being given to 
old age than ever during the deep- 
est depression years. It is the youngsters 
who are thinking, trying to imagine their 
retirement, forty years hence, and take 
steps. 

Quiz them in school. What do they 
want out of life? Yesterday these kids 
wanted to be cowboys. Now they say, 
“Security—a job that will stand up 
against automation, an old age in Florida 
or California.” 

They are scolded as cowards, afraid to 
face life as an adventure, ordered to get 
in there and slug it out—do they expect 
the government to take care of them from 
the cradle to the grave? 

From this text many a ringing edito- 


rial is written—offering no solutions for 
the kids’ problems, paying little attention 
to the facts. 

The facts are: inflation, a political 
football. 

Tax collectors eying every dollar, be- 
fore it is earned, from the Treasury down 
to the local dog catcher. 

The educational requirements for a job 
becoming greater, and education itself 
more expensive. 

Education and experience canceled out 
by mergers, whims of consumer demand, 
technology. 

Difficulty in getting a job after forty; 
more and more money and apparatus 
needed for living, raising a family. 

The kids are scared! 


naan itself has reason to be 

uneasy, to seek security for the 
business, to provide for its own old age, 
or maybe next year, as the economy 
strides ahead—spirally. 

The search for security is a job of 
teamwork between management and em- 
ployees. 

It is a subject worth discussing between 
them. 

Particularly for utility management. 





".,. the Forand Bill, which would provide medical care to the aged 
through Social Security . . . portends: Beginning of a major political 
effort to capture the votes of those of us who are or soon will be 
‘senior citizens,’ that creepy euphemism employed by the politicians. 
Make no mistake about it, there are men in Congress who are con- 
vinced that this is the big new area for vote-getting political largess 
in the future—to make the aged a class apart on which subsidies can 


be showered. 


"And this cynical notion of creating a new caste of wards of gov- 
ernment is an insult both to today's old people and to those now try- 
ing to provide for a dignified old age." 
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—EDITORIAL STATEMENT, 
The Wall Street Journal. 





Washington and 


the Utilities 


Co-ops Hedge on AEC Bids 


_ co-operatives and government- 
owned power systems have shown 
little enthusiasm for a recent invitation 
by the Atomic Energy Commission to 
help build a “pressurized water’’ reactor. 
The consensus among the dozen or more 
co-operatives, which are keenly interested 
in atomic power, was that this type of 
reactor was not very promising compared 
with other types. It was felt that it would 
not generate power at costs approaching 
conventional fuels and that it would prove 
to be only half so efficient as a “boiling 
water’’ reactor. 

The price a co-op would have to pay 
to get such a plant would be high. The 
co-op would have to furnish the generat- 
ing plant, provide the site for the reactor, 
train operating personnel, and buy steam 
from the reactor at AEC’s price. In addi- 
tion, the co-op would be expected to help 
pay for the reactor. But the co-ops are 
not believed very likely to accept the AEC 
invitation, in view of the fact that the 
commission indicated it may in the near 
future give co-ops and publicly owned 
utilities a chance to help build the more 























promising “boiling water” type of re- 
actor. 

The AEC has announced an extended 
project designed to extract nuclear power 
from thorium—a much more plentiful 
material than uranium. At the present 
time uranium is the only existing source 
of fissionable material for atomic fuels. 
Thorium will be treated in an uranium 
reactor and it is believed that it can be 
transmuted into uranium. This new proj- 
ect would undergo fission with the cus- 
tomary high release of energy. The AEC 
has called a halt to attempts to develop 
fluid-fueled nuclear power reactors. Ef- 
fort is now to be expended on “thermal 
breeder reactors” using thorium. Thorium 
deposits exist in India, Brazil, and the 
U. S. and the development of this fuel 
source could add greatly to the world’s 
reserves of fissionable material for atomic 
weapons and reactors. 


° 
REA Revolving Fund 


F  reerepse bill to create a revolving 
fund for the Rural Electrification 
Administration has been sent to Congress 
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by Acting Secretary of Agriculture E. L. 
Peterson. The bill is similar to previous 
proposals by the Acting Secretary of In- 
terior to create revolving funds for the 
Bonneville Power Administration, South- 
eastern Power Administration, and South- 
western Power Administration. The pur- 
pose of the revolving fund would be to 
assist the annual budget estimates of 
REA on a net expenditure basis. The 
fund would receive all assets, liabilities, 
and net investments of the REA. The 
notes outstanding to the Secretary of the 
Treasury would become liabilities of the 
fund. 

Balances in the fund would be available 
for loans, for administrative expenses, 
and for repayments on notes to the Treas- 
ury. Obligations could only be incurred 
within the limits of annual appropriations 
acts of Congress. Principal and interest 
payments on loans would not go directly 
to the Treasury but would remain in the 
fund and be available for future loans. 
Net appropriations in any year to sustain 
a given loan program could be smaller 
than at present because Congress would 
have to appropriate only the difference 
between the loans made and the collec- 
tions expected. 


¥ 


Bills in Congress 


oon President reluctantly vetoed the 
so-called compromise Public Works 
Bill. He had previously warned congres- 
sional leaders that he does not want to 
obligate the government to additional 
reclamation construction because of the 
long-range budget burden such action 
would involve. The Senate-House con- 
ferees eliminated several projects from 
the bill. Left out was $1 million for the 
Curecanti project in Colorado and $3 mil- 
lion for Yellowtail dam in Montana. 

A major addition to the Public Works 
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Bill was approval of $2,415,000 to start 
federal construction of power plants at 
the Trinity river reclamation project in 
California. This amendment was added 
shortly after the House Reclamation Sub- 
committee killed a bill calling for “part- 
nership” development of Trinity power 
in co-operation with Pacific Gas and Elec- 
tric Company. Senator Kuchel (Republi- 
can, California) said that this action 
“virtually assures” that the Trinity power 
plants will be built by the federal govern- 
ment. 

But, in view of the veto, the status 
of Trinity power is still uncertain. 

President Eisenhower strongly con- 
demned both the House and Senate ver- 
sions of this legislation last July and 
hinted he might veto the measure if the 
“new starts” were not eliminated. In al- 
most seven years in office, the Presi- 
dent has vetoed only one other money 
measure. The President is on record as 
saying that he considered the measure in- 
flationary and detrimental to the financial 
health of the nation. This implied ex- 
ecutive disapproval, to be consistent 
with his announced policy of curbing 
spending. 


. pe O’Mahoney’s bill to protect oil 
and gas interests from government 
cancellation of lease purchases in good 
faith but later found to be tainted by 
irregularities on the part of earlier hold- 
ers, seems to be all but dead. The Senate 
Public Lands Subcommittee took up the 
“innocent purchaser” provision of the 
O’Mahoney measure. But time was run- 
ning out for probable action even on this 
limited phase of the bill as the session 
neared its close. Other and more con- 
troversial phases of the bill involve in- 
creases in annual lease rentals and limita- 
tions on the amount of federal lands 
which may be leased to a single operator 
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in a single state. The leasing limitation 
and the increased rental questions will 
probably be the subject of recess hearings 
this fall. 

The Senate Agriculture Committee has 
approved a resolution (S Res 21) which 
would put Congress on record as reject- 
ing Comptroller General opinions which 
would limit issuance of rural electrifica- 
tion loans into new areas. The purpose 
would be to avoid recurrence of Comp- 
troller rulings such as that one last year 
which held unlawful REA financing of a 
co-op extension of service to an indus- 
trial plant which already had service 
available from an electric utility company. 
The National Rural Electric Co-operative 
Association is backing the proposal. Ap- 
proval in the House was expected before 
the end of the session. 

The Senate was expected to approve 
House-passed bills to prohibit abandon- 
ment of natural gas facilities and power 
projects without the consent of the Fed- 
eral Power Commission. 

The Senate was likewise expected to 
approve a House-passed bill (HR 2263) 
which would exempt small hydroelectric 
projects from certain federal licensing re- 
quirements. 

¥ 


Varied Views on Water 
Law Needs 


—_—- of viewpoints of two 
federal officials was disclosed in re- 
cent congressional committee testimony 
on the need for a law to protect state and 
local water rights from invasion by the 
national government. Under Secretary of 
the Interior Elmer F. Bennett said a law 
is needed to lift a potential dead hand 
from water resource development in the 
West. The Federal Power Commission’s 
counsel, Willard W. Gatchell, said there 
is no need for such legislation. 


Bennett and Gatchell testified at a 
House Interior subcommittee hearing on 
bills which sponsors say are needed to 
protect state and individual water rights, 
particularly in areas taken over by the 
federal government. Bennett said the 
Justice Department has developed a doc- 
trine asserting that the federal govern- 
ment has dominant rights to waters in and 
near areas withdrawn from public use. He 
said the doctrine is based on the U. S. 
Supreme Court’s recent decision in the 
Oregon Pelton dam case. 

About 225 million acres have been 
withdrawn and millions of dollars have 
been spent on water projects, Bennett. 
said. If the Justice Department’s theory 
is not changed by law, he added, a dead 
hand will be placed on projects “which 
are the basis for economic development 
and growth” in the West. Gatchell said he 
disagreed, although Bennett’s two-hour 
presentation was “excellent, scholarly, 
and skilled.” Gatchell testified there is no 
need for the proposed legislation since 
vested rights are protected by the Con- 
stitution and by the federal power law 
under which the commission operates. 


¥ 


FPC Rule to Cover Gas 
Supply Requests 


HE Federal Power Commission re- 

cently announced that it was con- 
sidering a new rule to prescribe regula- 
tions to be foliowed in submitting appli- 
cations for orders under § 7(a) of the 
Natural Gas Act, which authorizes the 
FPC to direct a natural gas company to 
supply a local distributor with natural 
gas. The commission said it had not pre- 
viously found this necessary. But in view 
of the increasing number of requests for 
action under this section of the act, it said 
that it “is now of the opinion that such 
regulations would benefit not only the 
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staff of the commission in its processing 
of such applications but also the persons 
or municipalities who apply.” 


The proposed regulations are similar in 
content to the existing regulations relat- 
ing to applications for certificates of pub- 
lic convenience and necessity under § 7(c) 
of the Natural Gas Act, which are de- 
signed to obtain from the applicants all 
the information necessary for a proper 
appraisal of the data and other: support- 
ing material. 


» 


FPC Hearings on West Coast 
Gas Import Line 


HE Federal Power Commission has 

scheduled a hearing for October 15th 
in Washington, D. C., on an application 
by Pacific Gas Transmission Company of 
San Francisco, California, seeking au- 
thority to import up to 456 million cubic 
feet of natural gas daily from Canada for 
delivery to its parent company, Pacific 
Gas and Electric Company of San Fran- 
cisco. The proceedings will also involve 
applications by Pacific Northwest Pipe- 
line Corporation, of Salt Lake City, Utah, 
and the Montana Power Company of 
Butte, Montana, which also seek FPC au- 
thorization for the importation of Cana- 
dian natural gas. Pacific Gas Transmis- 
sion proposes to construct approximately 
614 miles of 36-inch transmission pipe- 
line, three main-line compressor stations 
with a total of 27,500 horsepower, and 
other appurtenant facilities at a cost of 
about $129,588,000. 

The pipeline will extend from a point 
on the international boundary near Kings- 
gate, British Columbia, to the vicinity of 
Klamath Falls, Oregon, on the Oregon- 
California boundary. 

Pacific Gas Transmission also proposes 


to transport daily volumes up to 151,731,- 
000 cubic feet of natural gas which Pa- 
cific Northwest proposes to purchase from 
Westcoast Transmission Company. 

The gas for PGT’s project would be 
purchases from fields in Alberta by Al- 
berta & Southern Gas Company, Ltd., 
and would be transported by the Alberta 
Gas Trunk Line Company, Ltd., which 
would deliver the gas at a point near the 
Alberta-British Columbia boundary to Al- 
berta Natural Gas Company. Alberta 
Natural would transport the gas to the 
international boundary where PGT would 
purchase it from Alberta & Southern 
and transport it through Idaho, Washing- 
ton, and Oregon. The gas would be dis- 
tributed through PG&E’s system. 


* 
Vanishing Passenger Trains 
i, ie railroads are dropping unprofit- 


able trains as fast as they can, an In- 
terstate Commerce Commission survey 
showed recently. They have discontinued 
41 since an administrative short cut was 
approved by Congress last year. They also 
have started proceedings to eliminate 60 
more interstate passenger runs and 40 
intrastate trains. 

The ICC also gave railroads permission 
to abandon 4,664 miles of track from 
1954 to the start of this year. The survey 
appeared to bear out a recent warning by 
ICC Examiner Howard Hosmer that in- 
tercity passenger train service would be 
dead by 1970 if railroads continued their 
current practices. 

The flood of discontinued trains fol- 
lowed approval of the 1958 Transporta- 
tion Act which eliminated previous red 
tape surrounding route abandonments. 
Under the act, a railroad gives thirty 
days’ notice of plans to abandon passenger 
trains. (See also page 436.) 
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Battle of the Megacycles 

HE Federal Communications Com- 

mission, in a 6-to-O action, has re- 
leased a good deal of the nongovernment 
radio frequencies above 890 megacycles in 
deciding the controversial and_long- 
drawn-out “Docket No. 11866” proceed- 
ings. 

As a result, so-called “safety-special 
licensees” will be permitted to apply for 
widespread establishment of private point- 
to-point radio communications systems. 
This also includes business and private 
citizen radio services, to the extent that 
almost anyone would be permitted to es- 
tablish such services if otherwise qualified 
—notwithstanding the alternative avail- 
ability of common carrier (telephone-tele- 
graph) facilities. 

The commission adopted two broad 
policies, first, regarding the adequacy of 
the supply of microwave frequencies and 
the terms and extent to which radio sta- 
tion authorizations may be made to pri- 
vate users, and, secondly, regarding the 
responsibility and obligation of the com- 
mission to consider the economic effects 
the licensing of private point-to-point 
communications systems would have on 
the common carriers, the users of common 
carrier service, and the general public. The 
following conclusions summarize the FCC 
opinion on these two points, respectively : 


There are now available adequate 
frequencies above 890 Mc to take care 
of present and reasonably foreseeable 
future needs of both the common car- 
riers and private users for point-to- 
point communications systems, pro- 
vided that orderly and systematic pro- 
cedures and proper technical criteria are 
applied in the issuance of authoriza- 
tions, and that implementation is con- 
sistently achieved with respect to all 
available and future improvements in 
the art. There is a demonstrated need 
for private point-to-point communica- 
tions systems. Accordingly, the de- 
cision looks toward liberalization of the 
basis for issuance of such authoriza- 
tions. Availability of common carrier 
facilities will not be considered as a con- 
dition of eligibility for such private 
users. 

There is no basis for generally con- 
cluding that the licensing of private 
communications systems would adverse- 
ly affect, to any substantial degree, the 
ability of common carriers to provide 
service to the general public or adverse- 
ly affect the users of such common car- 
rier service. Therefore, it is unneces- 
sary to consider whether such licensing 
is contrary to the public interest. 


The FCC has not determined that there 
are unlimited frequencies available or that 
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future conditions may not require that 
limitations and restrictions be placed upon 
such authorizations and operations. The 
commission is going to follow this very 
carefully in the future. 


hp determinations made in the 
FCC’s report and order are: Since 
frequencies above 10,000 megacycles are 
suitable for intracity or local area opera- 
tions, as a general principle, it will be ex- 
pected that all such operations will be con- 
ducted on these frequencies. As for pri- 
vate services (excluding broadcasters and 
public safety organizations), future au- 
thorizations for private intracity or local 
area point-to-point operations will be 
granted only on frequencies above 10,000 
megacycles, including point-to-point op- 
erations in the business radio service. 
Similar authorizations in the “citizens 
radio service” will be made on frequencies 
16,000 megacycles and above. Frequencies 
above 30,000 megacycles will be used on a 
developmental basis. 

Co-operative use of private microwave 
systems will not be authorized, except for 
(1) police, fire, highway maintenance, 
local government, and forestry conserva- 
tion radio services; (2) so-called right- 
of-way companies, such as pipelines and 
railroads; and (3) other organizations 
whose rates and charges are regulated by 
a governmental entity. These exceptions 
are justified (1) in order to afford the 
FCC a good basis upon which to make 
meaningful observations as to the desir- 
ability and impact of such arrangements, 
and (2) because it is evident that any 
economic benefits flowing out of such ar- 
rangements will assuredly flow directly 
back to the public, either as taxpayers or 
ratepayers. 

So-called “scatter systems” will gen- 
erally not be authorized between points in 
the continental limits of the United States, 
excluding the state of Alaska, since it does 
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not appear that joint occupancy of fre- 
quency bands by tropospheric forward 
scatter systems and conventional line-of- 
sight systems is generally practicable. 


bone band 6,425 to 6,575 megacycles is 
proposed for allocation (after the 
International Radio Conference now go- 
ing on in Geneva, Switzerland) as fol- 
lows : 6,425-6,525 megacycles to common 
carriers for mobile operations, such as 
video pickups for broadcasters, closed loop 
television, aeronautical or maritime public 
correspondence, etc., and 6,525-6,575 
megacycles to noncommon carrier (ex- 
cluding broadcasters) mobile operations, 
such as police video, etc. The band 10,550- 
10,700 megacycles is proposed for alloca- 
tion to private users (excluding broad- 
casters) for mobile operations, and the 
band 11,700-12,200 megacycles for alloca- 
tion to common carriers for mobile opera- 
tions as in the band 6,425-6,525 mega- 
cycles. 

The commission’s order noted that shar- 
ing of frequency bands by common car- 
riers and private users, except in very 
limited circumstances, is neither feasible 
nor desirable. 


Effect on Common Carriers 


HE fact that such licensing of private 

systems above 890 megacycles might 
have an adverse effect, economically, on 
telephone companies in the future was con- 
sidered not to be a valid reason for deny- 
ing private system establishment. The 
commission concluded : 


.. . It is abundantly clear that there is 
no express obligation on the part of the 
commission under the Communications 
Act of 1934, as amended, to protect the 
users of common carrier service from 
any adverse economic effects that the 
carriers might suffer in that connec- 
tion. 
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HE FCC followed a somewhat differ- 

ent policy some years ago when it in- 
dicated that the availability of alternative 
common carrier service should be a factor 
in determining whether television broad- 
casters, for example, should be allowed to 
set up their own radio relay systems. The 
opinion in Docket No. 11866 concludes on 
this: 

It may be noted in passing that the 
commission, in the past, has licensed 
television broadcasters to operate their 
own microwave relay facilities for tem- 
porary periods until common carrier 
facilities became available. (See the 
commission’s report in Docket No. 
6651, adopted February 20, 1948, 
Mimeo FCC 48-481.) Such a policy de- 
termination that the broadcasters look 
to common carriers for intercity relay 
of television programs was predicated 
upon public interest considerations aris- 
ing from the commission’s belief at that 
time that there was not sufficient fre- 
quency space between 1,000 and 13,000 
Mc in the nongovernment fixed and 
mobile bands to accommodate private 
relay systems. However, as indicated 
previously, on the basis of the record, 
herein, we are of the opinion that the 
public interest would not be served by a 
policy of restricting or denying the 
licensing of private point-to-point sys- 
tems solely because common carrier 
facilities are available or may become 
available in the reasonable future. It 
follows that the commission should not 
consider the availability of common car- 
rier facilities as a condition of eligibility 
for private users. 


= 
More Telephone Stock Splits 


HIs appears to be the year for stock 
splits in the telephone industry. The 
precedent-breaking 3-to-1 split of Ameri- 
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can Telephone and Telegraph Company 
stock which took place last spring has been 
followed by announcements that five addi- 
tional companies will split their stock. 
Four of these companies are Bell system 
operating companies. New England Tele- 
phone & Telegraph splits 5 for 1; Pacific 
Telephone and Telegraph, 7 for 1; Indiana 
Bell, 23 for 1; and the Chesapeake & 
Potomac Telephone (of the District of 
Columbia) has requested permission to 
split 5 for 1. 

The General Telephone & Electronics 
Corporation has also announced a 3-for-1 
split. 

Bell system operating company stock is 
virtually entirely owned by AT&T (with 
minority exception in the case of Pacific 
Telephone). Therefore, the usual reason 
for splitting stock—that is, to broaden the 
base of share ownership, etc.—does not 
exist in these cases. The reason given by 
Chesapeake & Potomac to the District of 
Columbia commission, however, is an in- 
teresting one for all utility enterprise. 
Chesapeake simply wants to reduce com- 
parison of earnings with dividends on a 
level which “will be less likely to be mis- 
interpreted.” 

Under the proposed Chesapeake & 
Potomac split the company’s present $100 
par would be reduced to $20 par. Chesa- 
peake noted that other corporations, par- 
ticularly utilities, have outstanding stock 
with par values of $25 or less. Chesa- 
peake’s net income in 1958 equaled $7.22 
a share on the present $100 par stock 
which could be confused as a percentage 
of return yield, which is not a fact. After 
the split, such income would equal about 
$1.44 per $20 par share. 


® 
Push-button Telephone Tested 


HE Bell Laboratories has been con- 
ducting a test of push-button tele- 
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phones in Hamden, Connecticut. The 
push-button system, as previously noted 
in this column, is designed to replace the 
conventional rotary dial models now in 
general use. The new set consists of 10 
buttons arranged in three horizontal rows 
of three buttons each—plus a zero-op- 
erator button. 

One hundred and fifty new phones were 
installed in this suburb of New Haven to 
test various “human factors.” One sug- 
gestion, which came about through this 
test, has been the placing of the buttons 
further apart for greater convenience and 
accuracy. The push-button phones are de- 
signed to give off a musical “blip” and 
each button has a slightly different pitch. 
These musical blips replace the “clicks” 
which result when a conventional rotary 
dial is used. 

Thirty of the new phones were installed 
in the Plasticrete Corporation for office 
use and the management expressed disap- 
pointment when the test was finished and 
Bell removed the sets. At the completion 
of the test run, approximately 90 per cent 
of the persons who used the new tele- 
phones found them to be satisfactory. 

Bell Laboratories has been experiment- 
ing with the push-button phone for some 
time and it is expected that before too 
many years it will begin to replace the 
present rotary dial system. 


¥ 


Communications Bills 


igo to exempt news-type programs 
from the federal requirement that 
radio and TV stations give equal air time 
to all political candidates neared final con- 
gressional approval. The House passed 
the measure by voice vote last month. The 
Senate, which approved the bill earlier, 
now will consider House amendments. 
The bill would exempt from the Fed- 


eral Communications Act’s “equal time” 
provision all newscasts, news interviews, 
and on-the-spot coverage of news where 
political candidates appear. 

The House has unanimously voted to 
raise the limit on the number of free tele- 
grams and long-distance telephone calls 
allowed each member. It approved the bill 
without debate and sent it to the Senate. 
No objection was expected from the Sen- 
ators, who generally are getting allow- 
ances more liberal than those being pro- 
posed for House members. Most of the 
435 House members had not been using 
all of their old allowance. 

It was liberalized to answer complaints 
from a minority that they were forced to 
pay out of their own pockets for some 
telephone calis or telegrams during the 
last Congress because they ran over their 
two-year allowance of 6,000 telephoned 
minutes and 40,000 telegraphed words. 

The new arrangement gives House 
members a combined two-year allowance 
of 80,000 units, with one unit per tele- 
graphed word and five units per minute 
of long-distance telephone calls. 


bien Senate recently passed and sent to 
the House legislation to permit mem- 
bers of the FCC to accept a “reasonable 
honorarium or compensation” for making 
speeches or writing articles. The bill, in- 
troduced by Chairman Warren G. Mag- 
nuson (Democrat, Washington) at the 
FCC’s request, removes from the present 
law a ban on the commissioners receiving 
such compensation. 

The measure, however, retains a re- 
striction forbidding the commissioners to 
engage in side businesses or professions. 

A measure that would impose $100 
fines for improper use of radiotelephones 
was adopted by the Senate and sent to the 
House where approval was expected. 
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Financial News 


and Comment 


By OWEN ELY 


FPC Dectstonin El Paso 
Gas Case Disappointing 


I one of the few policy-making deci- 
sions of recent years the Federal Pow- 
er Commission—Commissioner Connole 
not participating—on August 10th ren- 
dered a decision (Opinion No. 326, Dock- 
et No. G-4769) regarding El Paso’s ap- 
plication for a rate increase of $18,841,- 
000. The increase had been filed October 
19, 1954 (going into effect under bond 
in April, 1955), and had thus required 
nearly five years for a decision; the pre- 
siding examiner’s opinion had been ren- 
dered in March, 1958. The commission 
allowed an increase of about $14.5 mil- 
lion or a reduction of nearly one-quarter 
in the amount sought. El Paso must now 
make refunds of the excess amounts col- 
lected since April, 1955 (with interest at 
6 per cent), or an estimated $15 million to 
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customers in California, Texas, New 
Mexico, and Arizona. The company has 
two other increases pending aggregating 
nearly $42 million which are also being 
collected under bond. 

The principal issue involved in the de- 
cision is the character of the rate base. 
Fair rate of return was assumed to be 6 
per cent; however, by segregating part of 
the rate base, the FPC in effect reduced 
the rate of return. The commission ap- 
plied the 6 per cent return only to the 
properties beyond the well mouth, devoted 
mainly to transmission and distribution. 
But the well mouth properties (devoted 
to production), the commission held, 
“must be treated differently for . . . it is 
the intention of Congress to give pro- 
ducers of gas the benefits of the special 
tax incentives relating to intangibles and 
percentage of income depletion. Such 
benefits represent contributions by the 
customers, may be properly considered as 
return, and therefore should be taken into 
consideration in determining an allowable 
return and rate of return.” 


HE commission estimated that these 
tax “incentives” (mainly 52 per cent 
of intangible drilling costs) would reflect 
a “rate of return” of 8.61 per cent when 
applied to the property investment of 
$74.4 million at the well mouth. Allowing 
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a 6 per cent return on the remainder of 
the property investment, the commission 
averaged the two figures and obtained an 
average of 6.35 per cent on the entire rate 
base of some $550 million. 

Thus, the commission held, El Paso 
would actually be earning over 6 per cent 
but the excess over 6 per cent “‘represents 
an incentive intended by the law.” The 
commission apparently did not wish to set 
up a firm precedent, however, for it stated 
“it may be that in other proceedings, upon 
a full record dealing with rate of return, 
we would allow a return on the well mouth 
properties that would exceed the tax in- 
centives, but there appears no basis to do 
so here.” 

If the commission had not considered 
these tax incentives as furnishing a return 
on well mouth properties, but had fol- 
lowed normal accounting procedure, and 
had also allowed the well mouth proper- 
ties to remain in the rate base, the rate in- 
crease granted would have reflected a rate 
of return of less than 6 per cent. Thus, 
while ostensibly permitting over 6 per 
cent, the commission used a novel account- 
ing adjustment to reduce the rate base and 
in effect the rate of return. 


i ows point was brought out in the 
opinion of Commissioner Hussey, 
dissenting in part. We quote from his 
opinion as follows: 


... El Paso’s incentive for investment of 
funds in exploration for and develop- 
ment of natural gas reserves is pro- 
vided principally from its being per- 
mitted to charge to expense, for tax 
purposes, intangible drilling costs in- 
curred in drilling successful wells dur- 
ing the accounting period in which such 
costs are incurred. 

The majority opinion would grant 
El Paso a return on producing prop- 
erties measured by, or roughly equiva- 
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lent to, the tax savings accomplished by 
expensing intangible well-drilling costs 
on successful wells during the account- 
ing period in which they are incurred. 

No one goes into business merely to 
accomplish a tax saving. An investor 
seeks security of his capital and a re- 
turn on his investment. If the business 
is inordinately hazardous, the investor 
would expect additional return to com- 
pensate for the risk of losing his capital. 
The tax incentives designed to compen- 
sate for this inordinate risk in the gas- 
producing business are intended as ad- 
ditional return, and the investor ex- 
pects to obtain a normal return on his 
investment in addition to the compen- 
sation for the inordinate risk of losing 
his capital. 

Also, the expense incurred in drilling 
a producing gas well includes the cost 
of tangible well equipment (such as 
casing, tubing, etc.), in addition to the 
intangible well-drilling costs. .. . But 
EI! Paso still has an investment in tan- 
gible well equipment which should be 
included in its rate base, and on which 
El Paso should be entitled to its normal 
rate of return. 


Pecigacngions Hussey pointed out that 
the rate of return needed to obtain 
money for gas transmission facilities is 
less than the rate needed to secure money 
for exploration and development of gas- 
producing properties, because of the rela- 
tive security of the capital invested. 
Therefore, a gas transmission company 
would need less rate of return than an in- 
dependent producer. An integrated com- 
pany, owning both transmission and pro- 
ducing properties, would be in between. 
“El Paso,” he said, “should have given us 
testimony which would have enabled us 
to determine the proper rate of return 
needed to attract capital to an integrated 
gas company such as it operates.” 
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It will be interesting to note the indus- 
try reaction to this important decision. 
Offhand, the decision does not seem fa- 
vorable for the future development of the 
natural gas industry and it is to be hoped 
that the commission will take a fresh look 
at its findings. If not, an appeal to Con- 
gress for a supplemental act, covering the 
determination of the rate base and avoid- 
ing any other issues, might be worth con- 
sidering even in the “election year” 1960. 
Ben remarks of Commissioner Con- 

nole before the New York Society of 
Security Analysts, a few days after the 
El Paso decision, did not seem very en- 
couraging, as he indicated that the rate 
base method used in the El Paso decision 
represented a final determination by the 
FPC and that the same method would be 
applied in future cases. He did, however, 
intimate that a rate of return above 6 per 
cent might be allowed and that some pend- 
ing case would be used to discuss more 
thoroughly the problem of current rate of 
return. Many cases such as the El Paso 
involved earlier “locked-in” periods of 
time when money rates were lower and 
hence the rate of return was less of an 
issue than at present. 

He indicated that the commission is 
trying to complete a general roundup of 
certain long-standing litigation by the end 
of the year. Several important decisions 


were announced recently and others such 
as the Phillips and United Fuel Gas cases 
will probably be decided in the near fu- 
ture. With regard to the Phillips case and 
others involving independent producers 
of gas, the decision may not follow the 
same lines as in the El Paso case, he in- 
timated. Area pricing may be the ultimate 
guide, especially in certificating—it was 
used in the recent Transwestern decision. 


HE complete text of Commissioner 

Connole’s talk will become available 
shortly and may further clarify his views. 
In the question-and-answer period he 
hinted at a possible “way out” of the reg- 
ulatory impasse for the pipelines—pur- 
chase of actual gas fields rather than the 
gas itself. Texas Eastern has apparently 
been the first to use this method: In June 
the FPC authorized the company to buy 
the leasehold producing interests of Rayne 
gas field in Acadia parish, Louisiana, con- 
taining an estimated one trillion cubic 
feet of gas for about $134 million. The 
company is making a down payment of 
about $12.4 million, with the balance to 
be paid over a 16-year period. More pur- 
chases of this kind seem likely, according 
to Mr. Connole, since they avoid the prob- 
lem of certification by the FPC. More dis- 
tributing companies may also follow Con- 
solidated Edison’s move and buy gas in 
the field, using a pipeline as a carrier. 
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1957 Range 
High Low 
4.38% —3.70% 
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Rail Passenger Losses 
Finally Get Attention 


N several occasions in past years this 
department has called attention to 
the plight of the railroads’ passenger serv- 
ice and the fact that it is subsidized by the 
freight service. Small deficits from pas- 
senger operations were incurred in the 
1930’s and early 1940's, followed by mod- 
erate profits from heavy wartime passen- 
ger loads (when we had to line up for 
seats in the dining car). But after the war 
the deficits came back larger than ever. 
(See the accompanying chart.) The situ- 
ation became particularly acute for the 
eastern roads with their heavy commuter 
and short-haul passenger traffic. Had it 
not been for the thoroughness with which 
weak railroads had been reorganized in 
the 1940’s, a new series of receiverships 
might have been in the making. 
Fortunately, however, the problem fi- 
nally gained the attention it deserved in 
Washington and in some of the eastern 
state capitals. Investigations were made 
and Congress passed the drastic Trans- 


portation Act of 1958, effective August Ist 
last year. This law gave the railroads pow- 
er to drop passenger train services within 
thirty days after filing of notice with the 
Interstate Commerce Commission unless 
the commission should intervene. Any ICC 
investigation must be completed within 
four months and the decision would be 
valid for only one year; public hearings 
were not required. The law also increased 
the jurisdiction of the ICC over both in- 
terstate and intrastate services. Some op- 
position has now developed to this law, 
and bills have been introduced this year 
to require public hearings in all abandon- 
ment cases, as well as to eliminate time 
limits. In June this year the ICC asked 
Congress for more time to investigate rail 
and ferry abandonment cases and pro- 
posed that the burden of proof be placed 
upon the railroads. 


be law permitted the railroads to 
make far more rapid progress than 
in earlier years toward reducing unprofit- 
able passenger services, although much re- 
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mains to be done. It is reported that the 
New Jersey railroads have dropped 766 
trains since January 1, 1958. Lehigh Val- 
ley is attempting to abandon its entire pas- 
senger service but has had to retain some 
trains until next May. The Erie, with per- 
mission of the New Jersey commission, 
has dropped 89 commuter trains out of 
105 requested. Central Railroad of New 
Jersey has advised the state commission 
that it faces financial disaster unless it 
abandons passenger service entirely, or is 
able to raise commutation fares; it has 
asked for increases of 40 per cent or more 
in intrastate fares, and has petitioned the 
ICC for similar interstate increases. The 
company has paid no dividends since 1931 
and is encountering increased deficits. The 
Lackawanna has asked the New Jersey 
commission for permission to discontinue 
20 more trains, following permission ob- 
tained in April to discontinue some 82. 

In New York, the Long Island Rail- 
road has kept its head above water finan- 
cially with the aid of a special law put 
through the legislature a few years ago, 
at Tom Dewey’s insistence, which virtual- 
ly permits the road to raise its own rates. 
(It has been doing so almost once a year, 
to offset wage increases.) New York Cen- 
tral, without any such protection, has 
sought to drop commuting trains, ferry 
services, and some main-line trains. 

In California the Southern Pacific, im- 
patient at the dilatory tactics of the pub- 
lic utilities commission and its criticisms, 
applied to the ICC. In Massachusetts, 
where Boston & Maine had a passenger 
deficit of nearly $10 million in 1958, the 
state commission authorized a cutback in 
service to save about $885,000, and other 
changes were planned to reduce the deficit 
below $6 million. 


, | ‘HERE has, of course, been consider- 
able opposition to many train aban- 
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donments and this has spurred the search 
for other remedies, most of which involve 
subsidies in one form or another. 

One of the most reasonable subsidies 
would be to reduce real estate taxes on 
railroad property. The New York Public 
Service Commission has recommended a 
two-year freeze of the railroad property 
tax base, elimination of some local taxes, 
and repeal (by Congress) of the 10 per 
cent excise tax on passenger tickets. Gov- 
ernor Rockefeller’s special consultant, 
Robert W. Purcell, has proposed reliev- 
ing the railroads of up to $15 million in 
state and local taxes. He also suggested 
that the New Haven, Long Island, and 
New York Central be permitted to buy 
400 or more air-conditioned coaches, with 
the help of a $20 million state loan; ac- 
tually the Port of New York Authority 
would buy the coaches and lease them to 
the railroads, and the authority has indi- 
cated its willingness to act in this rdle. 


UNIQUE scheme has been evolved in 
New Jersey to use the credit of the 
New Jersey Turnpike Authority to raise 
money for commuter roads in distress. 
The bill, approved by the assembly several 
weeks ago and now reported likely to pass 
the senate, would call for a public refer- 
endum in November. (See page 454.) 

The idea of railroad mergers was pro- 
moted last year—as it was back in the 
1920’s—to strengthen the railroads and 
help eliminate competing passenger serv- 
ices. 

While plans for several mergers are 
definitely under way, the most spectacular 
one—to combine the Pennsylvania and 
New York Central railroads—fell through 
early this year. New York Central, after 
thirteen months’ investigation, called off 
the deal—“Railroad Romance Ends in a 
Jilt” was the way Business Week charac- 
terized it. In rejecting the plan, the Cen- 
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tral suggested that an effort be made to 
“bring about in the East three or four sys- 
tems of nearly balanced economic strength, 
which would consist of both large and 
small railroads.” However, it was also in- 
dicated that some co-ordination of Cen- 
tral and Pennsy facilities should be 
worked out, and it is understood this will 
be done. 


HE ICC now seems to favor the elim- 
ination of duplicate passenger serv- 
ices between identical points. Other rec- 
ommendations by the commission include 
lower taxes on rail property; reduction of 
featherbedding (the railroads recently 


= 


asked President Eisenhower to appoint a 
commission to study this subject) ; repeal 
of the 10 per cent federal excise tax on 
passenger fares, and special income tax 
treatment; and reforms in highway and 
airport programs that discriminate against 
railroads. 

Of course, the ICC would like to see 
the railroads experiment with new types 
of equipment and use greater efforts to 
increase business by lower fares and better 
schedules. But the railroads already have 
been tinkering with their equipment for 
many years, perhaps in a rather half- 
hearted way; many innovations have ap- 
peared in Pullman cars, for example. 
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10 14.6 

1 16.5 

3 12.4 

D30 19.5 


5.2 
Atlanta Gas Light 4.6 
5.0 
5.0 
5.3 
4.1 
48 
5.3 : 
7.0 ; D31 13.2 
3.9 
4.6 
43 
52 
3.8 
4.5 
4.6 
48 


Berkshire Gas 
Bridgeport Gas 
Brockton-Taunton Gas .. 
Brooklyn Union Gas .... 
Central Elec. & Gas .... 
Cent. Indiana Gas 
Chattanooga Gas 
Elizabethtown Cons, Gas. 
Gas Service 

Hartford Gas 

Haverhill Gas 

Indiana G, & Water .... 
Laclede Gas 

Mich. Gas Util. 
Minneapolis Gas 

Miss. Valley Gas 

Mobile Gas Service .... 
New Haven Gas 

New Jersey Nat. Gas... 
No. Illinois Gas 

North Penn Gas 
Northwest Nat. Gas . 
Pacific Lighting 
Piedmont Nat. Gas 
Portland Gas Lt. 
Providence Gas 

Rio Grande Valley Gas . 
So. Atlantic Gas 

So. Jersey Gas 

United Gas Impr. ...... 
Wash. Gas Light f 
Wash. Nat. Gas — i 

Western Ky. Gas 60(i) 3. : 13.2 


Averages 4.5% 11% 16.0 
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17.8 
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Communications 
Bell System 
Amer. T. & T. (Cons.) . K ‘ *$4.94My 12% 4% *16.2 '% 64% 
Bell Tel. of Canada .... 43 : : 2.14De 7 20.0 93 64 
Cin. & Sub. Bell Tel. ... g : 5.15De 5 17.7 
Mountain Sts. T. & T... i ; 9.55My 7 18.2 
New ta, 1500 1. kisses 194 b ; 10.84Je 21 17.9 
PBC? 16 As ss canwes 183 ‘ ; 9.06My 20 20.2 
So. New Eng. Tel. ..... ; t 2.75Je 13 16.4 


12% 3% 181 


Independents 
6 O Anglo-Canadian Tel. .... 37 $1.20 b i D1% 32% 11.7 
45 O British Col. Tel. 46 2.00 : 2.11Je 1 — 21.8 
4 © Colt inter, Te. ....2.2. 15 70 ; Bye 12 NC f 
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Calif. Water & Tel. 
Central Tel. 
Commonwealth Tel. 
WIOTIGN. TOL oiceseseecs 
General Tel. & Elec. 
Hawaiian Telephone .... 
Inter-Mountain Tel. 
Rochester Tel. ......00- 
Southwestern St. Tel. .. 
United Utilities ........ 
West Coast Tel, ........ 
Western Union Tel. 
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Transit Companies 


Baltimore Transit 
Cincinnati Transit 
Fifth Ave. Coach 
Greyhound Corp. ....... 
Nat. City Lines 
Niagara Frontier Trans. . 
Pittsburgh Rys, ........ 
Rochester Transit ...... 
Se HOMIE T, Se. cecccess 
fi i Bh otie 2 ae ro 
United Transit 
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Water Companies 
Holding Companies 


American Water Works . 


Operating Companies 


Bridgeport Hydraulic .. 
Calif, Water Service . 
Elizabethtown Water .. 
Hackensack Water 
Indianapolis Water 
Jamaica Water ......... 
New Haven Water 
Ohio Water Service. .. 
Phila, & Sub. Water .. 
Plainfield Un. Water ... 
San Jose Water 
Scranton-Springbrook .. 
South. Calif. Water .... 
W. Va. Water Service .. 
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Aver. 
Incr. Approx. 
8/19/59 Dive Recent In Sh. Price- Div. Common 
Price dend Approx. Share Jo In- Earn. . Pay- Stock 
About Rate teld Earnings crease 1953-58 Ratio out Equity 
26 1.20 4.6 1.79De 36 2 14.5 67 37 
25 1.00(b) 4.0 1.88Ma — 5 13.3 53 33 
19 6 4.7 1.35Je NA 20 14.1 67 35 
30 1.00 ao 1.21My 21 a 24.8 83 42 
73 2.20 3.0 3.11Je 7 NC 23.5 71 34 
23 1.00 4.3 1.27Jy** 10 4 18.3 79 44 
16 80 5.0 .91De D3 a 17.6 88 54 
29 1.00 3.4 1.59Je 16 4 18.2 63 Ja 
24 1.20 5.0 1.36Je D14 oo 17.6 aa 
34 1.25 a7 1.64De 6 3 20.7 76 36 
26 1.20 4.6 1.56Je 21 — 16.7 77 32 
38 1.20 oe 1.89De D7 as 20.1 63 85 
4.1% 7% 6% 179 71% 
9 a — $.58De D43% — 15.5 — 48% 
6 “S30 5.0% .31De D40 — 19.4 97% 54 
15 as — .02De D99 — “= — 75 
21 1.00(0) 4.8 1.23De 1 — 17.1 81 50 
29 2.00 6.9 169De D38 _ 2 8 94 
10 .60 6.0 10De D87 a — -- 67 
124 225 2.0 .32Je NC _ os 78 90 
6 40 6.7 86De 34 11% 7.0 47 100 
vk 1.00 9.1 68De 4 _ 16.2 147 97 
10 == — 24De D70 — — a 65 
7 .60 8.6 75De D4 — 9.3 80 55 
6.1% (D) 34% — 145 93% 
15 $ .60 40% $1.18Je 22% — 12.7 51% 19% 
34 = $1.70(£) 5.0% $1.75De D15% 2% 19.4 97% 53% 
26 1.20(j) 4.6 1.70Je 5 1 15.3 70 36 
52 2.00 3.8 3.78De D3 14 13.8 53 59 
46 2.00 4.3 3.29De D5 — 14.0 61 35 
24 1.00 4.2 1.22De D4 6 19,7 82 36 
43 2.20 5.1 3.24Je D2 1 13.3 68 27 
67 3.40 5) 3.32De 9 6 20.2 102 61 
28 1.50(b) 5.4 1.77Je D14 aa 15.8 85 31 
53 1.60(b) 3.0 2.52Ap D16 — 21.0 63 27 
61 3.00 4.9 4.31Ma D3 7 14.2 70 64 
33 1.30(£) 3.9 2.27Je 34 15 14.5 57 41 
23 1,00 4.3 1.68Ma — 4 13.7 59 25 
19 .80 4.2 1.20Je 7 15.0 67 33 
21 .68(d) 3.2 1.47Je DI10 _ 14.3 46 18 
44% D1% 5% 161 70% 


A—American Stock Exchange. O—Over-counter or out-of-town exchange. S—New York Stock Ex- 
change. Ja—January; F—February; Ma—March; Ap—April; My—May; Je—June; Jy—July; Au—Au- 


gust; Se—September; Oc—October; N—November ; 


De—December, 


NC—Not comparable. 


NA—Not 


available. D—Decrease. *On average shares. **Includes tax savings from accelerated depreciation, (a) Ad- 
justed to eliminate 13 cents per share of nonrecurring tax savings. (b) Also stock dividend in 1958. (d) Al- 
so one per cent stock dividend quarterly. (e) Also 10 per cent stock dividend May 19, 1958. (f) Includes 
extras. (g) Five per cent stock dividend April 10, 1959. (i) Also 5 per cent stock dividend December 29, 
1958, (j) Also 5 per cent stock dividend March 19, 1959. (k) Also 20 per cent stock dividend March 9, 1959, 
(L) Also 10 per cent stock dividend June 10, 1959. (n) Excludes profit realized on sale of Los Angeles 
Transit $3.81 per share. (0) Also 5 per cent stock dvidend Tune 30, 1959. x—1952-57. 
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What Others Think 


More about That “Labyrinth of Rates” 


N response to the article ““The Labyrinth 

of Rates” in the July 30th issue of 
Pusiic UTILITIES FORTNIGHTLY, page 
230, this writer would like to add a few 
additional facts. 

Electric power may be homogeneous. 
That may be a fair description of it for 
those who do not have to handle it; and, 
no doubt, electric rates are very hetero- 
geneous to those who are less familiar 
with electric rate structures. But what is 
the rest of the story? 

The writer has made several sug- 
gestions: 

1. That the electric rates be simpli- 
fied. 

2. That all rates should be made 
promotional. 

3. That they should be placed on a 

“willingness to pay” basis. 

4, That all penalty clauses should be 
removed from electric rate structures. 


The above suggestions are all very good, 
and might well be called the rate engi- 
neer’s objectives. Based on a considerable 
amount of experience and effort, it is evi- 
dent that those suggestions are easier said 
than done. 


ee to electric power as being 
homogeneous might be compared with 
saying that a youngster is homogeneous, 
but you still have a very difficult time try- 
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ing to figure out what he is going to do 
next. We do know that there are two kinds 
of electric power, active and reactive. We 
also know that both kinds are essential in 
the conduct of the electric business, and 
both are costly to produce. We also know 
that you cannot sell active power, the kind 
the customer uses, unless you provide re 
active power with which to deliver it and 
supplement the customer’s reactive power 
needs. Electric power is not of any value 
to the consumer unless it can be delivered 
at the desired voltage, and the desired 
voltage cannot be maintained unless there 
is sufficient reactive power in the supply 
to maintain the voltage level. Unfortunate- 
ly, if the voltage level is not maintained, 
in all probability some part of the com- 
pany’s or customer’s equipment will be de- 
stroyed. We also know that the reactive, 
as well as active, power requirements of 
different types of customers vary widely. 
Now let us look at the proposals: 


l ALTHOUGH simplification in the rate 
e structure is desirable, the difficulties 
in oversimplification can be seen in the fol- 
lowing example: 

Why is it that car rental services have 
two charges, one a flat rate per hour or per 
day, and another based on the miles the 
car is driven? Why not just one rate on a 
mileage basis ? The answer is obvious; the 
one-part rate simply would not work. It 











would be very easy for a person to obtain 
a car, keep it at home throughout the year, 
and use it a few hundred miles during the 
period. For the same reason, the sale of 
electricity must be on a two-part basis. 
Demand and kilowatt-hours are compa- 
rable to the car rental charge per day and 
the mileage charge per mile driven by the 
customer. 


2 NEaRLy all electric rates at the pres- 
© ent time are promotional. The more 
energy the consumer uses, the lower the 
cost per unit of service. That is why rates 
for large users contain demand steps, 
energy steps, hours’ use provisions, and 
similar features. They are incorporated in 
the rate structure for the purpose of pro- 
moting use of the services and to award 
lower cost for increased hours’ (like miles 
in the car rental service) use of the elec- 
tric service. 


3 WILLINGNESS to pay might be a fair- 
e ly good basis for predicating rates, 
but it is obviously not a very good basis 
for collecting revenue. I would not care 
to predicate the ratio of willingness to pay 
when collection time came around. 


4 In regard to the penalty clauses in 
® present electric rates, the main 
charges of that type are for excessive re- 
active power requirement and to assure a 
return on investments in facilities required 
by the customer capacity, by adding 
specific clauses to cover those conditions. 
In general, penalty clauses are also de- 
signed to provide relief. For example, 
power factor clauses for reactive power 
usually offer discounts or savings for im- 
proved power factor. Capacity charges are 
usually lower with increased use and 
higher capacity requirements. Penalty 
charges, in general, are applied only when 
the requirements of the customer are ab- 
normal. 


WHAT OTHERS THINK 


I“ regard to the rate engineer’s work, his 
major efforts are expanded in economic 
studies and to determining what the costs 
are in providing the various classes of 
service. Those findings are then used, not 
to penalize the customer but to design 
schedules to avoid unfairly penalizing any 
customer. The main purpose of these de- 
tailed studies has been to cure some of the 
inequitable charges made in the past. 

The tremendous growth of the electric 
business in the past few years seems to in- 
dicate that the modern rate structures, 
now being used, provide greater incentive 
for the use of electric power than those 
used in earlier years. 

In general, farm and home rates are the 
same, except in cases where a commercial 
business is being operated on the farm 
premises. Stores and restaurants are al- 
most universally served on the same com- 
mercial rate. The exception would be 
where the customer had some special load 
requirement. 

In regard to off-peak and interruptible 
service rates, both are highly promotional 
and designed to provide service under 
special conditions at rates in line with the 
costs incurred. Such business could not be 
obtained by applying firm service rates, 
and it would not be equitable or fair to do 
so, since that type of high-quality service 
is not being provided or desired. 

Nearly all of the rates for service do 
award a lower charge for improved load 
factor, for the same reason that the car 
rental driver receives a lower overall rate 
per mile with the increased miles driven. 


oe utilities operating under state 
regulation have been of tremendous 
success as to growth and lowering the cost 
to the consumer, therefore it would seem 
desirable to continue this plan which has 
been so successful and unique in our 
country. 
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If earlier customers were not reproached 
for heavy demands and poor load factor, 
we can be quite certain that those factors 
were not significant at the time, since 


power loads were generally small and 
usage by the consumer fairly consistent. 
—OnrrIn S. VOGEL, 

St. Petersburg, Florida. 





Gas Booklet Published 


HE American Gas Association, in co- 

operation with the American Geo- 
graphical Society, has just released a 64- 
page full color booklet entitled “The 
Natural Gas Industry,” by Harold W. 
Springborn, published by Nelson Double- 
day, Inc. 

This booklet has been distributed to 
more than a quarter of a million subscrib- 
ers to the American Geographical Socie- 
ty’s “Know Your America” series and in 
addition it has gone out to some 200,000 
customers and stockholders of the gas in- 
dustry. 

The booklet is designed to give the read- 
er an uncomplicated glimpse into the many 
facets of the gas industry. The history of 
natural gas, its origins in the depths of 
the earth, the complicated methods of 
pumping, etc., are all explained in terms 
that any layman will find interesting and 


informative. The entire text has a “de- 
velopmental”’ sense in that the early days 
of the industry are recalled, without once 
neglecting the present-day technological 
status of gas. 

Of special interest is the center fold 
which contains 29 full color labels which 
are designed to be pasted in appropriate 
places provided for in the text. These pic- 
tures are devoted to such subjects as gas 
drilling, pumping stations, geologists 
searching for new fields, etc. 


HERE is no doubt this booklet will be 
of great help to students and the gen- 
eral public who are interested in knowing 
something of the natural gas industry. 
Copies of this excellent publication may 
be obtained at nominal cost through the 
American Gas Association, 420 Lexington 
avenue, New York 17, New York. 





California Water Project Outlined 


HE Sun, Baltimore, Maryland, recent- 
ly carried an article by Ruth Newhall, 
entitled “California Water.” 

Miss Newhall states that the average 
citizen in southern California uses about 
180 gallons of water daily. The population 
in this area—which until recent times was 
a desert—is increasing by about 300,000 
per year. About 60 per cent of the state’s 
population is settled in an area which can 
claim only 2 per cent of the state’s water 
resources. High cultivation, large popula- 
tion areas, and scant rainfall in this area 
draw off 77 per cent of the total water 
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used in the entire state. Considering the 
great demand that is placed on water re- 
sources, it is possible that the entire area 
could revert to barren sagebrush country 
by the year 2000. 

The California legislature has taken the 
first steps to prevent such a development 
by initiating the largest water development 
plan ever conceived. The project will cost 
an estimated $2 billion, which is more than 
was spent on the Tennessee Valley Au- 
thority or the St. Lawrence seaway proj- 
ect. Of this total $1.75 billion would be 
drawn from state funds and the remainder 
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“ANOTHER PUBLIC UTILITIES FORTNIGHTLY SUBSCRIBER” 


would be obtained from federal and pri- 
vate sources of finance. 

The project involves collecting water 
in northern California and transporting it 
by aqueducts 400 to 700 miles south. The 
majority of this water will have to flow 
through a seven-mile line, which will run 
at an elevation of 3,500 feet. Pumps will 
lift the water to this altitude and the fall 
of the water on the other side will be con- 
verted to power for the lifting pumps. 


O™ cannot help but wonder if such 
power generation will be restricted 
to generating electricity for pumping ac- 
tivities or if it will be expanded into the 
production of power for general consump- 


tion. Such projects, as we have seen in the 
past, have a habit of expanding into the 
power-generating field, even though the 
original project might have been water 
conservation or flood control. 

Miss Newhall points out that Califor- 
nia’s peculiar geography has produced a 
state which, in its northern two-thirds, is 
a giant mountain-rimmed bowl. The bot- 
tom of the long thin bowl is the 400-mile- 
long Central valley. Water in this bowl, 
flowing down from the snow-covered 
Sierra Nevada mountains, exits to the sea 
through San Francisco Bay and the Gold- 
en Gate. Despite the existence of dams, 
including Shasta dam on the upper Sacra- 
mento river, water enough to support 100 
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million people flows out to sea each day. 

The southern section of the state—that 
area below the “bowl”—is a great desert. 
This dry area includes Los Angeles and 
San Diego, the largest population centers 
in California. 

The article states that the solution to 
California’s water problem involves the 
construction of a dam across the Feather 
river at Oroville, California. The Feather 
is the chief tributary of the Sacramento 
and was the source of the devastating 
floods in 1955-56. The first storage res- 
ervoir would be behind San Francisco Bay 
and would be used to augment San Fran- 
cisco’s water supply. Aqueducts would also 
carry water to the proposed San Luis dam 
on the west edge of Central valley. At the 
present time this area is irrigated by deep 
wells; however, recently these wells have 
shown grave signs of depletion. To reach 
the city of Los Angeles, water will have 
to be piped over the Tehachapi mountains. 
From there it will go to San Diego and 
coastal areas. 


Cer plan began to assume some sort 
of reality in 1954 when the Tidelands 
Oil Act was upheld by the U. S. Supreme 
Court. Under this court decision the oil 
which is under beaches and coastal waters 
was taken from the federal government 
and given to the states. As a result, some 
$60 million in disputed funds were turned 
over to California. Some of this money 
was immediately turned over to the Divi- 
sion of State Beaches and Parks for the 
purchase and development of recreational 
areas. 

The remainder was set aside, amid 
much debate as to whether it should be 
used to defray general state expenses or if 
it should be used for water development. 
California’s governors have favored the 
use of the funds for water development. 

Miss Newhall points out that attempted 
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action under Governor Goodwin J. Knight 
was defeated by “sectionalism.” Under 
Governor Edmund Brown, and an unprec- 
edented Democratic majority in both 
houses of the legislature, a victory for the 
project was won and three concrete moves 
have been made. First, the legislature has 
declared that royalties from oil resources 
should be turned over to water develop- 
ment projects. Thus, the depletion of one 
state resource will help to build up another. 
Secondly, it was voted to submit a $1.75 
billion bond issue to the voters in Novem- 
ber of 1960. Thirdly, $83 million was al- 
located from oil revenues on hand to begin 
construction of the Feather river dam and 
the acquisition of rights of way for the 
aqueducts. 


U is pointed out in the article that the 
federal government will assist Califor- 
nia in the Oroville section of the project 
(a flood-control measure) and in the San 
Luis dam (a reclamation project). How- 
ever, the bulk of the system will be state 
financed and much debate and argument 
are expected before the system is com- 
pleted. 

It is noted by Miss Newhall that one of 
the stumbling blocks is southern Califor- 
nia’s demand that water amounts be guar- 
anteed in perpetuity. Northern California 
wants the assurance that they will be left 
with enough water should an extended 
drought set in. Further complicating the 
project is the fact that some experts claim 
that diversion of water from northern 
areas will cause an intrusion of sea water 
into these northern farming areas. In ad- 
dition to all of the other problems, the 
residents of northern California feel that 
they will have to share the expensive wa- 
ter bill for transporting water to the south- 
ern area. 

One gathers from Miss Newhall’s ar- 
ticle that a veritable “liquid” Mason- 
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Dixon line exists in the Golden state. She 
notes, however, that when the bond issue 
comes to a vote in 1960 there are still the 
problems of extended droughts, sea water 
intrusion, and such matters to be settled. 
The 1960 vote should indicate the general 
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feeling of California residents concerning 
this problem. The article in the Sun pro- 
vides a clear background to a project 
which has a labyrinth of complications, 
issues, counterissues, and misunderstand- 
ings. 





gage in the gas industry devote 
much of their time, an editorial in the 
August issue of Gas magazine tells us, to 
problems of financing and adequate rates 
in an effort to counteract the adverse ef- 
fects of inflation. The editor says that in 
the past the industry has successfully fi- 
nanced its heavy construction programs. 
But he warns of the dangers implicit in the 
long-term trend of higher interest rates. 
He states: 


. . . In view. of the tremendous eco- 
nomic expansion anticipated in the 
1960’s, the long-term outlook for in- 
terest rates is upward, as the trend has 
been since 1946. Since then, each peak 
period in interest rates has been higher 
than the previous peak. Recognition by 
utility commissions of this continued 
high cost of money is a requisite for 
the years ahead if utilities are to main- 
tain the growth necessary to sustain the 
dynamic economic expansion expected. 


The element of inflation is gaining rec- 
ognition in utility rate making. As the 
economy continues to become inflated, op- 
erating costs, among other things, con- 
tinue to mount. The problem that faces 
regulatory agencies from time to time is 
how to keep this slippage from becoming 
so pronounced that it results in deteriora- 
tion in the overall financial condition of a 
utility company. It is inevitable in that 
kind of situation that the public interest 
must suffer because the company is then 


Financing versus Rates in the Gas Industry 


sent into the money market in a disad- 
vantageous position. 

The editorial doubted that utility stocks 
could continue to be attractive to investors 
in view of their poor showing in contrast 
to manufacturing stocks. In the last twen- 
ty years such stocks have been twice as 
good by and large as those of utilities. 
Unless utility stocks can improve their 
performance to a marked degree, they will 
be unable to compete satisfactorily with 
other common stocks in the future. 


— bodies must take cogni- 
zance of these facts in determining 
the rate base and the rate of return. “The 
public utility commissions have a variety 
of methods for compensating for the ero- 
sion in earnings caused by higher costs of 
materials, labor, and capital.” 


According to the article in Gas maga- 
zine, attrition, as an aspect of rate cases 
in these inflationary times, has been recog- 
nized by the Montana commission. It bases 
its findings on actual operations rather 
than a test period. After results are ob- 
tained, the commission considers attri- 
tion and what effect future times may 
have upon the rate of return. 

The New Hampshire Public Utilities 
Commission provides an allowance for 
attrition based on a judgment figure ar- 
rived at by applying the allowed rate of 
return to the difference between the aver- 
age and year-end rate base. Ohio statutes 
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“IS THERE NEW STANDARD PROCEDURE FOR DISPOSING OF 
WORN-OUT SEALS?” 


require the commission to use as the rate 
base, reproduction cost new less existing 
depreciation, which is supposed to provide 
a cushion against the impact of attri- 
tion. 

The New York Public Service Commis- 
sion has no formula for treating attrition, 
but it does give consideration to the fac- 
tor; treats it on a case-by-case basis. Re- 
cently in New Jersey the department of 
public utilities provided for attrition by 
finding depreciated original cost and add- 
ing a reasonable allowance for the net in- 
vestment to establish a “fair value” base. 
It then found that a rate of return of be- 
tween 6 per cent and 6.37 per cent was 
reasonable. 
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pe conclusions that were arrived at 
in the Gas editorial from a study of 
commission decisions were as follows. 
First, a generally accepted definition of 
attrition as applied to the utility industry 
is: 


It is the decline in the per cent earned 
on the rate base due to the replacement 
of plant items at price levels higher than 
those experienced when the original 
plant items were installed ; it also comes 
about by additions to plant at a unit 
cost higher than the average cost of ex- 
isting units. 


The majority of regulatory agencies 
are aware of attrition as a factor in the 
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rate-making process today. But no single 
factor has been evolved for dealing with 
or providing for the attrition factor. 
Those commissions which adopt a “present 
fair value” or “reproduction cost new” 
rate base feel that the rate base itself com- 
pensates for any erosion brought about 
by the attrition factor. 

Those commissions which use the “net 
investment” rate base handle attrition in 
one of three ways: 


(1) By an addition to the rate base 
to include a sum for extraordinary in- 
vestment made by the utility; or 

(2) Through an adjustment upward 
to the rate of return authorized as rea- 


sonable by the agency in view of the ex- 
istence of the attrition factor; or 

(3) Through the use of year-end 
rate base where previously rates had 
been established on an average invest- 
ment rate base. 


HERE is no doubt but what attrition 

will remain an important factor in the 
utility rate-making process for the future. 
The decline in the “real value” of the dol- 
lar, with its consequent erosion of values 
and earnings, will have to be compensated 
for, as well as be anticipated by, regula- 
tory commissions if utilities are to remain 
financially healthy. 

—J. W. H. 





Opinions on Federal Power Ownership 


HE Wage Earner Forum, sponsored 
by McFadden Publications, Inc., has 
conducted a survey to test the American 
wage earner’s opinions on the subject of 
government ownership of power com- 
panies. The conclusions reached are based 
on the response to a set of questions for- 
warded to 1,500 wage earner families dis- 
tributed throughout the United States. 
Two sets of questions are mailed out to 
each family—one to the husband and the 
other to the wife. In reality, therefore, the 
sampling is based on 3,000 responses. 
The forum reports that on the basis of 
its study the wage earners are about 
evenly divided (41 per cent for govern- 
ment ownership—43 per cent against such 
ownership) as to whether the government 
should own power companies. However, 
61 per cent concede that they believe gov- 
ernment-owned companies would be less 
efficient and a meager 23 per cent believe 
that government operation would be more 
efficient. 
When one considers the tremendous 


amount of “good will” which exists be- 
tween power companies and the public 
they serve it seems paradoxical that, ac- 
cording to the sampling, 65 per cent feel 
that government operators of power com- 
panies would be less interested in their 
customers. If this is true it seems difficult 
to resolve the fact that 41 per cent feel that 
government ownership would be a good 
idea. Apparently a number of persons 
sampled believe in government ownership 
and expect that the persons employed by 
the government will not be interested in 
providing good service. 


Con report states that 41 per cent of 
wage earners believe that government 
ownership would produce lower power 
rates since the federal plants would not 
have to make profits. Seventy per cent of 
those asked felt that the government 
should pay the same taxes as a private 
plant. This too reflects a number of para- 

doxes in public thinking. 
Surveys of this type are of great inter- 
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est and value since they point out that in 
general the public has but a dim idea of 
the ramifications of government owner- 
ship versus private ownership. This writer 
has seen the results of several tests given 
to college students asking such basic ques- 
tions as ‘Who discovered America?” The 
results of these tests were amazing, to say 


the least, and the obvious paradoxes noted 
in this report point out that it is impera- 
tive that more and more time be given to 
education of the public on vital matters. 
The utilities have a great responsibility in 
this area and, indeed, it is to their benefit 
to see that the public understands their 
position and problems. 





Utilities Keep Pace with 


A RECENT issue of Torch, a publication 
of The Milwaukee Advertising Club, 
contained an article relating to utilities in 
the Milwaukee, Wisconsin, area. The au- 
thor of the article, “Utilities Pace Com- 
munity Progress,” is S. Lloyd Nemeyer, 
president of the Milwaukee Gas Light 
Company. 

Mr. Nemeyer points out that the years 
following World War II resulted in 
changes in the size and contour of Mil- 
waukee. These “changes” are identical 
with the problems and challenges that be- 
set nearly every large population or indus- 
trial center in the United States. Mil- 
waukee’s approach to these problems, 
therefore, is relevant toa good many other 
American cities. 

Milwaukee was once a mid-American 
replica of Old World charm and elegance, 
but in a few years it has been transformed 
into a rising industrial giant. The physical 
size of the city has increased and what 
once were untouched fields have become 
suburban communities. The population 
has expanded, the harbor area has grown, 
and in general the economy of the area 
has mushroomed. Every field of endeavor 
has been strained to keep pace with the de- 
mands for homes, services, and products. 
Under these circumstances the utilities 
have been under special strain and Mr. 
Nemeyer notes: 


Nowhere, however, has the strain 
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been felt more than in the areas of 
energy and communications—the utility 
industry—without which Milwaukee’s 
burgeoning economy could not have 
prospered. 

Natural gas, electricity, the telephone 
and the telegraph have played majo. 
roles in this growth, not only by pro- 
viding greater service to existing cus- 
tomers, but by anticipating the needs of 
new areas as empty fields gave way to 
factories, stores, churches, schools, and 
homes. 


ie is stated in the article that one of the 
greatest burdens on the utilities is the 
anticipation of growth that will take place 
in a given area. Nonutility segments of the 
economy can sit back and take advantage 
of growth trends as they arise. The util- 
ties, on the other hand, must anticipate 
and plan for growth and then they must be 
there to help the growth take place. 
Power expansion in the area, the article 
notes, has been tremendous. Wisconsin 
Electric Power Company, serving the Mil- 
waukee metropolitan area, has been con- 
stantly in the position of planning new 
generating and transmission facilities 
while still in the process of completing 
those plants which were planned months 
or years ago. The Oak Creek Number 
Five plant, with a capacity of 250,000 kilo- 
watts, is still under construction and Wis- 
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consin Electric already has filed a petition 
with the public service commission of Wis- 
consin for permission to construct a new 
facility of the same power capacity. Such 
advance planning requires accuracy in 
predicting power demands, growth and 
shift of population, and the expected per 
customer increase in the use of electricity. 

Mr. Nemeyer observes that one of the 
serious problems confronting the utilities 
is that of making the operation attractive 
to investors who provide the needed capi- 
tal for expansion. At the present time Wis- 
consin Electric Power Company is spend- 
ing approximately $40 million per year 
for improvements and additions to its 
facilities. 


HE Milwaukee Gas Light Company 

has also felt the strain of expansion. 
In 1949 the company’s service area con- 
tained 9,085,000 feet of gas mains. At the 
end of 1958 the company’s mains totaled 
13,259,000 feet. Service lines have also 
increased by an estimated 10 million feet. 
Expansion projects for 1959 are expected 
to run to $11 million. Not only has there 
been the problem of supplying new mains 
but there has also been considerable atten- 
tion given to accumulating additional sup- 
plies of natural gas. The article states: 


It must be remembered that all of the 
facilities existing today for the comfort 
and convenience of the gas customer 
were planned years in advance. As 
pointed out earlier, the constant driving 
force behind planning is the need to an- 
ticipate where and when gas will be 
needed and then make sure supplies are 
available at the right spot in the right 
quantity at the right time. 


‘ je article observes that the com- 
munications portion of the utility in- 
dustry has been required to find more new 


solutions in meeting expansion demands 
than any other single industry. The ir- 
regular expansion pattern of the metro- 
politan Milwaukee area is of special con- 
cern to the phone company. In 1945 the 
Wisconsin Telephone Company was serv- 
ing 215,600 telephones. Today the figure 
has jumped to 470,930—an increase of 
118 per cent. In addition, the growth of 
installations in the Milwaukee area, over 
the past fourteen years, has set a record 
unequaled in the company’s 76-year his- 
tory. Some idea of the vast growth within 
this company can be gained when one 
realizes that in 1945 the investment of the 
Wisconsin Telephone Company in the 
Milwaukee metropolitan area amounted to 
$40 million; today, this figure stands at a 
total of $152 million. 

The Western Union Company, which 
provides telegraph service to the Mil- 
waukee area, has also experienced new de- 
mands due to expansion. However, Mr. 
Nemeyer notes that only population in- 
creases have placed demaszis on the com- 
pany. Message totals increase as popula- 
tion increases and ar expanding metro- 
politan physical area does not produce this 
effect. Milwaukee has experienced a popu- 
lation increase and new demands, there- 
fore, have been placed on the telegraph 
company. The article notes that expanded 
use of the telephone to phone in telegraph 
messages has played down the importance 
of telegraph branch offices. 


|. me of this nature help to inform 
the public of the vast debt that they 
owe to the various utility companies. 
These companies not only offer services 
vital to the community but they also, 
through advance planning, insure that an 
area will be able to grow and meet the 
demands placed on metropolitan areas by 
such factors as increased population, ship- 
ping, and industrial growth. 
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TVA Foreign Purchases Triple 
(igen Tennessee Valley Authority has 
spent three times as much money on 
foreign-made equipment during the year 
ended June 30th as it did during all the 
previous years since its inception in 1933. 
TVA has recently disclosed purchases 
totaling $125,936,788 for materials, equip- 
ment, supplies, and nonpersonal services. 
Of this amount $66,924,517 was for man- 
ufactured goods, such as turbines, genera- 
tors, and tran y‘ission lines, $51,931,238 
for raw materials such as coal, and $7,- 
081,033 for miscellaneous services. 

Some 27 per cent of the money for man- 
ufactured equipment went to foreign com- 
panies. This amounted to $17.9 million. 
Only $5.6 million had been spent for such 
purchases for all previous years since 1933. 
Most of the money went for generators 
and transformers. 


Methane Ship Tests OK 


nm a year and three successful voy- 
ages, during which the Methane 
Pioneer transported liquefied gas—or 
methane—to London, England, from Lake 


The March of 
Events 


Charles, Louisiana, the vessel has been de- 
clared shipshape and is now on its fourth 
“gas mission.” 

The inspection of the ship was made by 
the American Bureau of Shipping and 
Lloyd’s Registry of London. The Pioneer 
was found to be in tiptop condition. 

The Constock Liquid Methane Corpora- 
tion, which with the British Gas Council 
is a joint owner of the Pioneer, is negoti- 
ating with shipyards for 10,000- to 25,000- 
ton versions of the liquefied gas carrier. 
The present vessel cost $5 million. 


Apparently the special design of the 
Pioneer has enabled its owners to sur- 
mount what was considered an inherent 
difficulty of transporting liquid gas—the 
vaporizing of part of it into a highly flam- 
mable gas. 

The Constock company is reportedly 
negotiating to build a $25 million gas 
liquefying plant in Venezuela. It is said 
that the company may charge 35 to 70 
cents per one thousand cubic feet for gas 
delivered in England where it costs $1.60 
per one thousand cubic feet to manufacture 
it. 


California 


Ruled a Public Utility 


HE California commission has ruled 
that Richfield Oil Company is a pub- 
lic utility. Richfield, which sought to sell 
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natural gas under contract as boiler fuel 
to Southern California Edison Company, 
was construed to be a public utility in con- 
nection with such operations and ordered 
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to obtain a certificate before constructing 
facilities to connect Southern California 
Edison Company; and also to file tariffs 
and other data disclosing the cost and 
price of such service to Southern Cali- 
fornia Edison. 

This decision resulted from a complaint 
by Southern Counties Gas Company ask- 
ing that the commission stop such sales 
of gas in its service area unless and until 


Richfield asked and received a certificate. 
Southern California Edison filed an ap- 
plication for a certificate to cover the con- 
struction on the theory that Richfield Oil 
could proceed as its agent. But the com- 
mission held that this was not so, and that 
Richfield must file tariffs and obtain a 
certificate, meanwhile keeping a record of 
sales in case of eventual refund. Further 
investigation has been scheduled. 


Illinois 


Experimental Bus Tested 
Yk general manager of the Chicago 
Transit Authority (CTA), Walter J. 
McCarter, reported that successful pre- 
liminary tests have been completed toward 
the development of an electronically self- 
guided bus. For the next six months CTA 
will experiment further with an industrial 
plant truck equipped with the electronic 

guiding devices in its south shops area. 
Meanwhile, McCarter said, an experi- 
mental bus will be equipped at a cost of 
$12,000 for future road tests. More ex- 


tensive tests are planned later on an out- 
lying section of Cook county highway, 
which will be equipped with wires to pro- 
vide the electronic impulses for guiding 
the test vehicle on the roadway surface. 

“The objective of the experiment is to 
develop a self-guided bus that could be op- 
erated automatically on a separate transit 
lane of a type planned for the southwest 
expressway,” McCarter explained. He 
said such self-guided buses could be op- 
erated as individual buses or as trains of 
buses. 


Massachusetts 


Wholesale Gas Rate Hike 
Suspended 

HE Federal Power Commission has 

suspended until December Ist a $4 
million, or 12 per cent, annual wholesale 
natural gas rate increase proposed by 
Algonquin Gas Transmission Company of 
Boston, Massachusetts. 

The proposed increase would affect 25 
customers in Massachusetts, Rhode Is- 
land, Connecticut, New York, and New 
Jersey. The higher rates are needed, the 
company stated, to offset the increase in 
the cost of gas purchased from its sole 
supplier, Texas Eastern Transmission 
Corporation of Shreveport, Louisiana. 

Texas Eastern filed a rate increase in 


May, 1957, which has been in effect, sub- 
ject to refund, since November, 1957. It 
recently filed a further increase which is 
under suspension until December Ist. 
Algonquin claims these two increases will 
raise its cost of purchased gas by $3,950,- 
000 annually. And it also claims that a 64 
per cent rate of return is necessary. 

The FPC declared that since Algon- 
quin’s proposal relies on increased rates 
and charges of Texas Eastern, which have 
been suspended and have not yet been 
shown to be justified, it is subject to 
change. 

Moreover, the commission _ stated, 
Algonquin has not fully supported other 
aspects of its proposed rates and charges. 
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Missouri 


Would Intervene in Gas Rate 
Case 

HE city of Kirkwood has asked the 

state public service commission for 
permission to intervene in Laclede Gas 
Company’s application for a $4,880,000 
annual rate increase. In its petition, Kirk- 
wood’s attorney asked the commission to 
require “‘strict proof of the Laclede Gas 
Company to sustain its cause.” 

Also sought was an extension of time 
after Laclede presents its case this month, 
in which Kirkwood can reply. 

New 


Referendum Approved on 
Rail Aid Project 


3 pee completion of a hearing the state 
senate approved a referendum which 
would clear the way to give financial as- 
sistance to distressed commuter railroads 
in New Jersey. However, the senate will 
reconvene to consider the referendum 
which was approvd the early part of Au- 
gust by the assembly. 

If finally OK’d, the referendum would 
be presented to the voters at the Novem- 
ber election. It calls for the placing of the 


Laclede, in asking for an increase of 
$4,880,000 in its operating revenues, said 
this amount would only give it a net of 
$2.2 million because of state and federal 
taxes plus gross receipts taxes of munici- 
palities in which it operates. 

Rising costs and the need to raise more 
money for expansion were given as the 
reasons for asking higher rates. The aver- 
age residential customer would pay about 
33 cents a month more on his bill if he does 
not heat with gas, $1.39 more a month if 
he uses gas for heat. 


Jersey 


state’s credit behind $430 million in New 
Jersey Turnpike Authority bonds, pro- 
vided the bondholders agree to the state’s 
tapping of the authority’s surplus revenue. 

The money would be used not only to 
aid the railroads, but also to assist hard- 
pressed bus concerns and to improve state 
highways. It was estimated that a total of 
$570 million could be gleaned from the 
toll road surpluses between now and 1988 
when the bonds are due to be retired. Com- 
muter groups expressed themselves as 
favoring the plan. 


New York 


Report Asked on Power Failure 
_— city of New York has called for a 

report from Consolidated Edison as 
to the cause of the nearly 13-hour power 
blackout on August 18th in a five-square- 
mile area in upper Manhattan. Also re- 
quested were suggestions as to how to pre- 
vent a recurrence of such an episode, which 
disrupted the lives of about a half a million 
people. 

The first assumption that the blackout 
occurred due to an overload of cables and 
their subsequent burning out from ab- 
normal use of air coolers may not prove 


SEPTEMBER 10, 1959 


to be correct. At least Consolidated Edison 
spokesmen were not sure just what had 
caused the trouble. Their engineers will 
doubtlessly discover the reason for the 
breakdown. 

But the reaction of the public to being 
suddenly deprived of light, radio, TV, 
elevator service, air coolers, and refrigera- 
tion will never be fully explained. Tempers 
flared as traffic was inextricably snarled. 
Crime diminished, few accidents were re- 
ported. And owing to the speed with which 
Con Edison restored service there was no 
major food spoilage. 
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Gas Rise Canceled 


July Consolidated Edison sought per- 
mission to raise its rates one per cent, 
for a total of $672,300 a year increase, to 
offset a one per cent increase in New York 
city’s excise tax. At the time the company 
still had pending a plan to raise electricity 
rates by $3,625,000 in New York city 
which was being investigated as part of a 
general investigation of electricity rates. 
When the one per cent increase was asked 
for, the state public service commission 
suspended the plan and ordered a public 
hearing on the gas rate phase. 

Now Consolidated Edison has been 
granted permission by the PSC to cancel 


its one per cent rate proposal and at the 
same time it is allowed to reduce gas rates 
by $220,000 in Westchester county. 

Consolidated Edison explained that it 
did not intend to raise gas rates in West- 
chester county since the excise tax was 
imposed for municipal purposes in New 
York city. The company decided to reduce 
rates in Westchester to “avoid less dis- 
crimination” against its customers there. 

And the gas rate increase was with- 
drawn in New York city, a company 
spokesman declared, because “it had been 
suspended by the PSC and there appeared 
to be no immediate chance of its going in- 
to effect.” 


Pennsylvania 


Parties Stipulate Return 
Allowance 

Phe parties to the rate case involving 

a proposed $4,786,500 annual gas 
rate increase for the Manufacturers Light 
& Heat Company of Pittsburgh have 
agreed on the rate of return allowance. 
The proposed increase is still in litigation 
but the issue of whether the company 
should seek a higher rate of return than 
that allowed by the commission in its last 
rate case (February, 1958) has been 
agreed upon by the parties, including 
Manufacturers Light & Heat Company 
and the city of Pittsburgh. Under the 


stipulation agreed upon the rate of return 
will not exceed 6.4 per cent, which was the 
amount authorized by the Pennsylvania 
commission in the 1958 case, as compared 
with the company’s original request of 
6.75 per cent for a rate of return allow- 
ance. 

In other words, the city and the com- 
plaining parties agreed not to press for a 
lower rate of return and the company 
agreed not to ask for the higher rate than 
the agreed amount. (In the August 13th 
issue of PuBtic UTILITIES FORTNIGHTLY 
it was erroneously reported that a 6.4 per 
cent rate increase had been obtained. ) 


Texas 


Gas Tax May Start Lawsuit 


| apie are threatened by pipeline com- 
panies and others over a new “sever- 
ance beneficiary” tax of 1.5 per cent which 
has been imposed on pipeline companies. 
The tax is based on the market value of 
gas purchased by what it called the “first 
purchaser” of the gas from the producer. 

Opponents of the measure contend that 
under the state Constitution gas severance 


taxes cannot be imposed on any trans- 
action other than the actual withdrawal of 
the fuel from the ground. Texas already 
has a 7 per cent production tax on the 
market value of gas which is paid by the 
owner and lessees of the land. 

A gas-gathering tax of 1951, similar to 
the new “severance beneficiary” tax, was 
found by the U. S. Supreme Court to be 
an unnecessary burden on interstate com- 
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merce. The new gas tax, which is aimed 
at obtaining revenue from companies that 
pipe natural gas out of Texas, will net 
about $8 million a year. 


Authorizes Giant Pipeline 
HE Transwestern Pipeline Company 
of Houston has been granted a cer- 

tificate by the Federal Power Commission 
to construct a gigantic pipeline system 
with a capacity to handle a daily supply 
of 300 million cubic feet of gas for the 
southern California markets. It will cost 
about $191.7 million. The certificate for 
the project was granted with the condi- 
tion that there be a reduction in the pro- 
posed price for the gas. 

The FPC, reversing its own examiner 
because he did not specify a prior price 
limitation before recommending approval 
of Transwestern’s plans, followed very 
carefully the language and reasoning used 
by the U. S. Supreme Court in the so- 
called “Catco” case, dated June 22nd. 


Orders $15 Million Refund 


HE Federal Power Commission has 
ordered the El Paso Natural Gas 
Company to make refunds, estimated at 
about $15 million (including 6 per cent 
interest) as part of a ruling which shaved 


El Paso’s proposed $18,841,000 annual 
rate increase to $14.5 million. 

The company is the principal pipeline 
wholesale supplier of natural gas to dis- 
tributing natural gas utilities on the West 
coast. The refund will be composed of 
amounts collected under bond since April, 
1955, in excess of the increase finally ap- 
proved. (For further details, see page 
433.) 


Rate Increase Granted 


Heestor city council finally granted a 
rate increase to United Gas Corpora- 
tion which will mean about 85 cents a 
month more on the average residential 
user’s bill. This is about half of the amount 
sought by the utility. 

According to city hall analysts, the 
boost is practically the same as that given 
Houston Natural Gas two months ago. 
Houston Natural’s increase figures out to 
about $1 a month more on the average 
residential customer’s bill. But the aver- 
age home in this company’s area is larger 
than that served by United Gas. 

United has 176,440 customers in the 
Houston area, Houston Natural has 142,- 
268 customers. The boost will give United 
about a 5 to 8 per cent return on its in- 
vestment. 


Virginia 


Gas Price Inequities Charged 


we 4,000 county users have been 
paying less for city gas than the city 
of Richmond. This situation has been true 
since the first of July, when a 100 per cent 
increase in the city’s tax on utility bills be- 
came effective. 

This comes about because the tax ap- 
plies only to the bills of Richmond cus- 
tomers and the city is not permitted to tax 
county residents. In the past, however, the 
county tax rate on gas has been high 
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enough to make up for the absence of a 
tax. 

No adjustment has been made to equal- 
ize city and county gas charges since the 
utility tax rate was increased from 5 to 10 
per cent of the monthly bill. 

A report on the situation has been asked 
by Councilman Robert J. Heberle who 
said the inequity would be corrected. Ap- 
parently the problem has been under study, 
according to city Utilities Director J. 
Edward Metzger. Possible increases will 
probably be considered. 





Progress 


of 
Regulation 


Trends and Topics 


Burden of Extra Cost of Underground Electric Service 


fon rapid expansion of suburban areas served by electric companies pre- 
sents questions as to the duty to extend service in view of the costs and 
expected revenues, and in some cases the question whether overhead or under- 
ground systems should be installed. If an underground system is installed, there 
is not only the question of a possible rate differential (discussed in PuBLIc 
Uriities FortniGut ty, August 13, 1959, at p. 313) but also the question of 
who will carry the burden of the excess cost of underground construction. 

Applicable rules have apparently been adopted by electric companies, but only 
a few cases dealing with this question have resulted in expressions of opinion 
by commissions and courts. Some decisions rule on extension costs while others 
relate to changeovers from overhead to underground service. 


Underground Extensions 


The California commission recently dismissed a complaint by a city seeking 
to compel the Pacific Gas and Electric Company to provide service and bear 
the cost of underground facilities required by ordinance in certain districts. 
The company had insisted that applicants for service pay the cost of under- 
ground facilities in excess of the cost of overhead equipment. The city urged 
that this was discriminatory. The commission, although noting that there 
might be a revision in existing rules, supported the company’s practice of re- 
quiring applicants for underground service to pay the estimated cost of pro- 
viding such facilities less the cost of overhead facilities. The commission 
observed that this was the general practice of all electric utilities in the state 
(29 PUR3d 81). 

The Massachusetts commission, several years ago, held that it could not 
order an electric utility to install underground service, from a conduit along 
a street, to a residence being built in a real estate subdivision when the cost 
would be greater than would be warranted, since under the applicable statute 
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no such order may be made where it appears that compliance would result in 
permanent financial loss to the utility. The commission said that the rank and 
file of customers should not be asked to finance an inordinately expensive 
extension of facilities into a real estate development, with no assurance to the 
company of ultimately receiving a fair return on the money. 

In that case the town had refused to grant a pole location, and the commis- 
sion could not overrule the decision of the town authorities. The remedy was 
said to be political and not administrative. The commission ordered the com- 
pany to furnish service by means of overhead wire construction provided that 
the necessary pole locations were granted by the town; and it further provided 
that if such locations were not granted, the complaint against refusal to serve 
should be dismissed (73 PUR NS 56). 

The Pennsylvania superior court, in affirming a commission order relating 
to the terms upon which electrical extensions should be made to a row of 
houses, referred to a filed tariff rule providing that customers desiring under- 
ground service from overhead wires must bear the excess cost. The applicant 
for service had constructed these houses, and there was a disagreement as to 
how the extension of service should be made and as to the terms of a right-of- 
way agreement. Underground service could be extended, but the applicant 
refused to pay the differential, although installation of underground service 
to the front of the premises would obviate the necessity for a right-of-way 
agreement for lines in the rear. The court said that to permit the applicant to 
receive such underground service at no cost to him would not only be in direct 
violation of the tariff rules, but would be discriminatory as against all of the 
utility’s other customers (17 PUR NS 497). 


Connection Charges after Change to Underground Service 


An unusual case come before the Massachusetts commission several years ago 
after Edison Electric Illuminating Company, in compliance with a municipal 
order, had removed all its poles and wires on one road and substituted under- 
ground service. The company did this at its own expense, including construc- 
tion work on private property. Two customers on that road requested the 
company to give them underground service but the company refused to do this 
because their service came from poles on another road, which was not included 
in the municipal order, and because of the expense. These customers accepted 
this refusal and took no further steps to enforce whatever rights they had by 
petition to the commission. 

Later the company, under a similar municipal ordinance, was making a like 
change in service on the other road. The work on private property was being 
done at the expense of the respective owners, in accordance with the present 
practice of the company. These two customers were unwilling to pay this ex- 
pense and asked the commission, in substance, to treat their cases as if their 
service came from the road where underground service had first been installed, 
under the company’s practice then instead of the present practice. 

The commission said that the real problem arose from the fact that these 
customers belonged, in a sense, to both groups and might perhaps by reason- 
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ably final election have created a definite right to be regarded as belonging to 
either of the two groups they chose. The commission decided that in not 
persisting and enforcing their election to be served from the other road, they 
had waived whatever rights they had (PUR1925C 862). 

One of the earliest reported decisions on underground service connections 
was based upon a complaint to the New Jersey commission, in 1916, against 
the reasonableness of charges for establishing underground electric connections 
between the premises of the complainant and the distribution system of Con- 
solidated Gas Company. The company had been required by a municipal 
ordinance to provide an underground conduit system. The company installed 
main-line conduits and manholes, but service connections to various customers 
had not been installed because the company and these customers could not agree 
as to the method of dividing the cost of installation. The company had adopted 
the rule that customers must pay the entire cost of the conduit and cable from 
the curb line into the building, the cost of the cable terminal inside the cus- 
tomer’s premises, and the cost of the main-line switch and cutout from its 
enclosing iron box. 

The commission required the company to adopt a rule which had been adopted 
by Public Service Electric Company providing that the utility should pay the 
cost of the conduit and cable from the curb line into the building, if the distance 
is not greater than 30 feet, and the cost of the cable terminal inside the cus- 
tomer’s premises, the customer being required to pay the cost of the main-line 









switch and cutout with its enclosing box (PUR1916D 80). 








Review of Current Cases 


Resales, Proxy Expense, and Advertising Costs 
Considered in Approval of Electric Rates 


| grain rates filed by Union Electric 
Company and suspended by the Mis- 
souri commission for several months have 
now been allowed to become effective. It 
was found that the new rate levels will 
yield a reasonable rate of return of 5.25 
per cent on a fair value rate base. 

The greater part of the company’s serv- 
ice is in Missouri and includes the city of 
St. Louis, portions of six adjacent coun- 
ties, and portions of three counties in cen- 
tral Missouri. As of September 30, 1958, 
the end of test year, it had nearly 500,- 
000 Missouri customers. 

Since the last rate increase in 1953, the 
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company has averaged $36 million in con- 
struction expenditures per year and has 
budgeted much larger expenditures for the 
next few years. The costs of doing busi- 
ness have continually increased. The in- 
crease in wage levels alone in recent years 
has completely absorbed the 1953 rate in- 
crease. 

A large increase in the summer load due 
to air conditioning has required substan- 
tial capital investment. The commission 
approved the placing of a large proportion 
of the necessary rate burden on residential 
and general service customers, who are re- 
sponsible for increased load requirement. 
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Resale Regulation 


The St. Louis Housing Authority ob- 
jected to a company regulation which 
would prevent the resale of electric serv- 
ice by future public housing projects. The 
commission was of the opinion that to 
charge the housing authority for electric 
service furnished in some of its housing 
projects, which service is included in the 
rent paid by the tenants, and in other hous- 
ing projects to charge the occupants di- 
rectly would be discriminatory. Public 
housing projects were, therefore, elimi- 
nated from the regulation. It will other- 
wise apply to new residential and com- 
mercial buildings. 

Two public petitions addressed to mem- 
bers of the legislature requested them to 
use their influence with the commission to 
prevent the company from charging in- 
dividual tenants directly for electric serv- 
ice. 

Although the petitions were filed with 
the commission, they were not received as 
evidence. In justice to the legislators, the 
commission stated that no influence had 
been used by them. All matters before the 
commission, it was pointed out, must be 
decided on the evidence and not on peti- 
tions or political influence. 


Management Controls Stock Rights 


Two interveners dwelt at some length 
on the question of pre-emptive subscrip- 
tion rights, a matter admittedly of but 
“subtle” materiality. They maintained 
that the issuance of stock rights would 
eliminate or lessen the necessity of attract- 
ing capital. The commission noted that 
this would depend on whether the stock- 
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holders took advantage of the right to pur- 
chase the additional stock. By statute the 
pre-emptive right of shareholders may be 
limited or denied to the extent provided 
in the articles of incorporation. Manage- 
ment has a right to decide its course of 
action in this respect, said the commission, 
and it is not for the administrative agency 
to assume the role of management in the 
operation of the company. 


Proxy Expense and Advertising Costs 


The commission ruled that expense in- 
curred with reference to shareholders vot- 
ing by proxy is a legitimate operating ex- 
pense. The law provides that a shareholder 
may vote either in person or by written 
proxy. Blank proxies should be forwarded 
by the company in the same manner as 
notices of meetings, said the commission. 
Shareholders may then authorize man- 
agement to vote their proxies, or they may 
give them to someone else. 

Advertising costs in the amount of ap- 
proximately $41,000, paid to the electric 
companies advertising program, were 
claimed as an operating expense. It is a 
recognized fact that the principal purpose 
of advertising is to create good public 
relations and stimulate a demand for the 
service or product advertised, the commis- 
sion said. Taking the view that manage- 
ment should control advertising expendi- 
tures as long as they are within the limits 
of reason, and since the commission was 
unable to find that the advertising in this 
instance would not result in a benefit to the 
ratepayers, the claim was allowed. Re 
Union Electric Co. Case No. 14,039, July 
16, 1959. 


Evidence of Competition Excluded in Proceeding on 
Accounting for Power Companies’ Advertising 


HE Federal Power Commission has 
affirmed an examiner’s ruling exclud- 
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ing evidence offered by private electric 
companies purporting to justify as an op- 
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erating expense the cost of advertising on 
behalf of private power as against public 
power. Hearing was ordered reconvened 
in the proceeding, instituted on commis- 
sion order, questioning 76 electric power 
companies’ accounting for such advertis- 
ing expenditures. 

By the proffered evidence, the com- 
panies had sought to show that investor- 
owned electric power companies are faced 
with a strong and vocal program by the 
advocates of competitive public power and 
that this program fosters government com- 
petition through competitive sales as well 
as by taking over private facilities. The 
evidence attempted to show that the pub- 
lic was being misled by public power inter- 
ests as to the relative benefits of public 
power and private power and as to tax 
discrimination. 


Argument in Political Controversy 


Arguing that the examiner’s ruling was 
correct, staff counsel contended that the 
expenditures involved the presentation of 
argument in matters of political con- 
troversy. It urged that, under the commis- 
sion’s interpretation of the Uniform Sys- 
tem of Accounts, such expenditures must 
be classified in Account 538, Miscellaneous 
Income Deductions. Only evidence as to 
whether the expenditures involve presen- 
tation of argument in matters of political 
controversy is relevant, it was argued. 

The companies contended that the ex- 
penditures were ordinary and necessary 
in the operation of their businesses and 
intended to promote the sale of electricity. 
They argued that the classification of such 
expenditures as miscellaneous income de- 
ductions would violate the Federal Power 
Act provision for proceedings in which 
accounting entries questioned by the com- 
mission may be justified. It was also con- 
tended that to deny the companies the 
right to charge the expenditures as an op- 


erating expense solely because the sub- 
ject matter is of an argumentative nature 
in a political controversy would violate 
their constitutional right of free speech. 

The commission rejected the companies’ 
arguments. Political expenditures in gen- 
eral are unacceptable as operating ex- 
penses for regulatory purposes, it was ob- 
served, since expenditures for political ac- 
tivities are generally incompatible with the 
objectives of utility regulation and have 
a dubious relationship to the cost of 
rendering utility service. Moreover, as an 
accounting matter, there is a compelling 
need for separate classification and dis- 
closure of such controversial expenditures, 
said the commission. 

The commission was of the opinion that 
the advertisements on their face involved 
the presentation of argument in matters 
of political controversy, or had as their 
primary purpose the influencing of public 
opinion as to legislation. It held that the 
proffered evidence was without probative 
value to show the contrary with respect 
to the questioned advertisements. Conse- 
quently, in view of the commission’s set- 
tled interpretation of the Uniform System 
of Accounts, the evidence was not ad- 
missible. No merit was found in the com- 
panies’ contention that the expenditures 
were ordinary and necessary in the opera- 
tion of their businesses. Nor was there 
any violation of free speech involved. 


Advertising Necessary to Business 


Commissioners Kline and Hussey con- 
curred in separate opinions, Commissioner 
Kline observed that some political adver- 
tising may benefit the ratepayer directly 
or indirectly and may be a reasonable 
business expenditure and a proper charge 
against the ratepayer. In a rate proceed- 
ing, evidence would be admissible to show 
that such expenditures are necessary in 
the operation of the business. 
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Where there is actual competition be- 
tween them, it is a proper business purpose 
for privately owned and operated electric- 
generating companies to employ public 
advertising to call public attention to a tax 
burden borne by the private companies 
from which publicly owned and operated 
electric-generating companies are exempt, 
Commissioner Hussey declared. He fur- 
ther pointed out that so long as the adver- 
tisements merely call attention to the 
special privilege enjoyed by the publicly 
owned utilities, and the competitive dis- 
advantage to which the privately owned 


utilities are subjected, the advertising is 
not political solely because the competition 
against which it is directed is a govern- 
mental entity operating in a proprietary 
capacity. 

But the commissioner thought the prof- 
fered testimony in this case was so bound 
together with the battle of public versus 
private power that it should be excluded 
“and the parties should proceed with 
simple proof of active present competition 
for specific customers or markets.” Re 
Alabama Power Co. et al. Opinion No. 
323, Docket No. E-6836, July 15, 1959. 


Consideration of Reproduction Cost Not Mandatory in 
Rate Proceeding 


+ pene Mississippi supreme court has up- 
held a commission order (16 PUR3d 
415) denying Southern Bell Telephone & 
Telegraph Company a $2.5 million rate in- 
crease. The court held that the commission 
is not bound to the use of any particular 
formula in determining the reasonable 
value of the property of a public utility 
for rate-making purposes. Applicable 
statutes merely provide that the rates pre- 
scribed shall be such as to yield a fair rate 
of return upon the reasonable value of the 
property used in furnishing service. 

There are a number of formulas which 
are useful in the determination of reason- 
able value, said the court, but no public 
utility has a vested right to any particular 
method of valuation. The Mississippi legis- 
lature had not intended to impose upon 
the commission a requirement that the so- 
called “fair value’ formula laid down in 
Smyth v. Ames (1898) 169 US 466, 42 
L ed 819, 18 S Ct 418, with its emphasis 
upon reproduction cost new, be adopted as 
a measure of value. 


Probative Value of Evidence 
The court did not hold that evidence of 
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reproduction cost new less depreciation 
should not be admitted in a hearing on a 
rate case. If such evidence is admitted, it 
said, its probative value must be de- 
termined by the commission. The commis- 
sion is not required to accept the opinion 
evidence of the company’s witnesses 
blindly. There was nothing in the record 
to indicate that the commission’s action in 
rejecting the opinion evidence relating to 
reproduction cost new less depreciation 
was arbitrary or unlawful. 

The commission is the trier of the facts 
in a rate case, said the court, and in its 
consideration of various elements that are 
generally considered in determining the 
rate base, it is within its province to de 
termine the weight to be given to the evi- 
dence, the reliability of the estimates and 
opinions, and the credibility of the wit- 
nesses. Rejection of evidence relating to 
reproduction cost as conjectural, specula- 
tive, unrealistic, and unreliable did not 
render the commission’s order invalid. 
The commission had considered net 
original cost in its determination of rea- 
sonable value, and it also had testimony 
that 75 per cent of the company’s plant 
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had been constructed since the close of 
World War II at postwar prices. Such 
evidence was sufficient to enable the com- 
mission to determine reasonable value for 
rate-making purposes. 


Exclusions from Rate Base Justified 


The court also held that there was no 
error in the commission’s exclusion from 
the rate base of telephone plant under con- 
struction and an allowance for cash re- 
quirements. The commission had found 
that, under the Federal Communications 
Commission’s accounting requirements, 
the total cost of telephone plant under con- 
struction, including interest, taxes, and 
other overheads, would be capitalized 
upon completion. 

A substantial portion of such plant was 
designed for new customers and upgrad- 
ing of present subscribers and there had 
been no evidence presented of anticipated 
revenue from such construction. 

The substantial sum of money accrued 


by the company for taxes in advance of 
their due dates was considered sufficient 
justification for denial of a working capi- 
tal allowance. 


Debt Ratio 


The commission’s action in disapprov- 
ing, as imprudent, the company’s 22 per 
cent debt ratio, and in adopting a hypo- 
thetical debt ratio between 45 per cent and 
50 per cent in computing cost of capital 
and allowable income taxes, was held 
neither arbitrary nor unreasonable. Al- 
though the determination of debt ratio is 
strictly a matter for management, the court 
said, its evaluation in fixing rates is an 
item for serious consideration by the rate- 
making body. 

Whether bonds or stocks are issued has 


a profound effect upon the amount of fed- 
eral income taxes which the company is 
required to pay. Debt ratio substantially 
affects the amount to be collected from 
the ratepayers for interest charges and 
dividends on the common stock. It is, 
therefore, an important factor in the de 
termination of the rate of return and must 
necessarily be considered by the commis- 
sion. 


Rate of Return 


The evidence was held to support the 
commission’s finding that, with a prudent 
capital structure, existing rates would be 
sufficient to pay debt interest and com- 
pensate equity owners on the basis of an 
earnings-price ratio of 6.30 per cent to 
6.40 per cent, which would be com- 
mensurate with earnings currently realized 
by investors in reasonably comparable en- 
terprises. Despite a 72-day strike in 1955, 
the company had earnings for that year of 
$7.77 per share, a record high since at 
least 1945, and AT&T’s earnings were 
higher than at any time since 1940. 

With a prudent capital structure, the 
existing rates yielded between 4.96 per 
cent to 5.08 per cent on the commission’s 
rate base. Such rate of return may appear 
to be low, said the court, as compared with 
the rates allowed in some other states in 
which the company operates. But the rate 
of return was not considered confiscatory 
by the court. A fair return, said the court, 
is one which, under prudent and eco- 
nomical management, is just and reason- 
able to both the public and the utility. The 
commission was held not to have erred in 
denying the requested rate increase. 
Southern Bell Teleph. & Teleg. Co. v. 
Mississippi Pub. Service Commission, No. 
41,026, July 2, 1959. 
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Rate Increase on Interim Basis to Offset Higher Supply Cost 


.. California commission authorized 
three gas companies to increase their 
rates, on an interim basis, in order to off- 
set the higher price to be paid to their 
supplier. The commission had found that 
it would not be reasonable to ask these 
companies to absorb any of the increased 
cost of out-of-state gas. The increase was 
made subject to refund of any overcharge 
after final Federal Power Commission 
action on the supplier’s rate increase. 

The commission directed attention to 
the “duty” of the companies to resist 
vigorously all proceedings before the FPC 
which involve gas rates affecting Cali- 
fornia, to the end that the interests of the 
customers will be fully protected. 

The commission was gravely concerned 
that the increase, all of which occurred in 
the commodity component at the state line, 
dollarwise was assigned more to the firm 
user because of the showing of potential 
loss of interruptible load if uniform 


amounts of increase in cents per Mcf were 
placed in the interruptible classifications. 
The companies were placed on notice that 
the commission’s order was an interim de- 
cision and that a redistribution might be 
considered if changed conditions, includ- 
ing competitive fuel costs, warranted such 
treatment pending final decision by the 
FPC. The companies were also directed to 
survey and consider additional under- 
ground storage facilities or other means 
of serving customers, in the light of the 
trend of increasing source cost of gas, and 
the apparent inability to pass all such in- 
creases on to large interruptible customers. 
Re Southern Counties Gas Co. of Cali- 
fornia, Decision No. 58793, Application 
No. 40958, July 21, 1959; Re Pacific Gas 
& E. Co. Decision No. 58791, Application 
No. 40926, July 21, 1959; Re Southern 
California Gas Co. Decision No. 58792, 
Application Nos. 40957, 40647, July 21, 
1959. 


Capitalization Ratio before Consolidation Adopted 
was to use the ratio before consolidation. 


HE Louisiana Public Service Com- 

mission denied a gas company’s appli- 
cation for a rate increase, concluding that 
the presently earned return of 5.2 per cent 
was reasonable. United Gas Corporation, 
the applicant in the case, was both a dis- 
tributing company and a holding company, 
controlling pipeline and producing sub- 
sidiaries. 

The company had used a capitalization 
ratio of 57 per cent debt and 43 per cent 
equity, but the staff had used the ratio 
prior to consolidation with the pipeline and 
the producing companies, which was ap- 
proximately 65 per cent debt and 35 per 
cent equity. The commission held that the 
more logical approach, since only the dis- 
tributing and operating facets of the over- 
all operation were involved in the rate case, 
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Normalization of Test Period 


In its initial presentation, the company 
had used the calendar year 1957 as its test 
period. Inasmuch as almost a year had 
elapsed since the end of the company’s 
test period, the commission’s staff sug- 
gested that the calendar year 1958 be 
adopted as the test period. The company, 
although preferring the year 1957 as the 
“correct test period,’ was not averse to 
the use of the following year provided 
normalization adjustments were made. 
The company claimed that 1958 was ab- 
normally cold and that sales for that year 
were much higher than during a normal 
heating season. 

The commission was not convinced that 
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the revenues for the year 1958 represented 
such a departure from normal increases 
due to increased business as to warrant ad- 
justment. It was not convinced that the 
extremely warm year of 1957 should be 
used as a norm. 
Fair Rate of Return 

The commission thought that the com- 
pany’s determination of a fair rate of re- 
turn was “rather fantastic.’’ The company 
had used the cost-of-money approach, but 
after determining the actual cost, had de- 
parted from it and used what it called 
judgment figures. The commission said : 


We feel that current jurisprudence 
condemns the method used by the ap- 
plicant herein of arriving at a return 
factor to be applied to the equity capi- 
tal. Actually, the method appears rather 
slipshod to us because a composite earn- 
ings-price ratio of 22 natural gas com- 
panies, excluding the applicant, was de- 
termined to be 8.45 per cent at the end 
of 1957 as shown at page 15 of Exhibit 
9, and this determination is completely 
ignored and a rate of return of 12 per 
cent was arbitrarily applied which is 
purely a judgment figure. 


The commission thought that the staff 
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method of using the earnings-price ratio 
of United’s own common stock at various 
dates during 1958 to appraise the cost of 
capital followed what the supreme court 
had in mind when it said that “the peculiar 
situation of each utility, which is largely 
reflected in its cost of capital, dictates the 
level of its earnings.” 

The commission reiterated its opinion 
that investors are concerned not only with 
yields but with pay-out ratios as well, or 
the relationship between dividends paid 
and the current earnings per common 
share. 

The investor regards the margin 
between dividends and the earnings as a 
cushion for the assurance of future divi- 
dends, said the commission, as well as a 
measure of the prospect of higher divi- 
dends in the future. The earnings-price 
ratio, or the relationship of earnings per 
share to the market price of the common 
stock, indicates the investor’s appraisal of 
a particular security and the price he is 
willing to pay in the open market. There- 
fore, the commission saw no justification 
for an adjustment from about 8 per cent 
to an arbitrary 12 per cent. Ex Parte 
United Gas Corp. Docket No. 7796, Order 
No. 7827, June 23, 1959. 


Refusal to Dismiss Not Subject to Rehearing 


mAN order denying a motion to dismiss 
a proceeding on the grounds that the 
commission lacks jurisdiction is not a final 
order on which a rehearing may be had, 


the Wisconsin commission ruled. The 
commission, therefore, denied rehearing 
of an order refusing to dismiss, on juris- 
dictional grounds, a proceeding for a 
change in an electric company’s rule on 
the resale of electricity. 

The applicable statute contemplates re- 


hearing only with respect to an order 
which is intended finally to terminate a 
proceeding. Since only one rehearing may 
be granted under the statute, a rehearing 
on denial of a motion to dismiss would 
preclude an application for rehearing from 
the final order in the proceeding. The 
right to apply for rehearing on the final 
order will protect all parties, it was point- 
ed out. Re Adams-Marquette Electric Co- 
op. et al. 2-U-5124, July 2, 1959. 
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Competition Approved for Transportation of 
New Commodity 


HE Pennsylvania superior court has 

held that it is not improper for the 
commission to inject an element of com- 
petition into the field of motor common 
carrier transportation where a new and 
developing commodity is involved. The 
case involved an order granting one car- 
rier limited authority to transport fly ash. 
Another carrier which had previously 
been granted similar authority objected to 
the grant of a certificate. 

Fly ash, which resembles cement, is a 
waste product resulting from the burning 
of pulverized coal in the generation of 
electric power. Over the years, certain 
beneficial uses developed for fly ash in 
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construction work are commercially profit- 
able. The process is still in the stage of 
initial development. 

The commission had found that the 
existing holder of authority to transport 
the commodity had displayed an apparent 
general disinterest in the commercial de- 
velopment. The shipper had stated a pref- 
erence for the applicant’s services. The 
court held that the commission could 
properly consider these two factors, and 
that it had acted within the area of its 
administrative discretion in granting the 
limited specialized authority. Coastal Tank 
Lines, Inc. v. Pennsylvania Pub. Utility 
Commission, 151 A2d 846. 


Rail Rate Reduction within Zone of Reasonableness 


ee California commission approved 
reduced rates for the transportation 
of petroleum products, filed by a railroad 
association, notwithstanding objections by 
motor carriers that the reductions were 
unreasonable, and by water carriers that 
the proposed rates would not enable them 
to compete fairly with land carriers. 

There is a zone of reasonableness with- 
in which common carriers may exercise 
discretion in establishing their rates, point- 
ed out the commission. The lower limits 
of that zone are fixed, generally, by the 
point at which the rates would fail to con- 
tribute revenue above the out-of-pocket 
cost of performing the service. The re- 
duced rail rates were found to be above 
the minimum reasonable level. 

It was apparent to the commission that 
the reduced rates would provide the rail- 
roads with an opportunity to halt the de- 
cline in traffic and probably increase the 
amount of petroleum shipments. Since the 
rates were clearly above the out-of-pocket 
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costs, no burden would fall on other 
traffic. 

The commission noted that shippers and 
receivers usually preferred truck service 
because of convenience, speed of transit, 
or other reasons. When truck and rail 
rates are the same, all factors favor the 
truck. 

The trucker may charge, and_ the 
shipper may pay, a higher rate, if the 
truck service is considered more desirable. 
The highway carrier is not required to 
charge the same rates as the railroad. 
Therefore, the reduced rail rates were 
justified by transportation conditions. 


Objection by Water Carriers 


Barge lines contended that a statutory 
provision, providing that it is in the pub- 
lic interest to give rate-making preference 
to water carriers, prohibited the reduced 
rates. The section had never been in- 
terpreted by the courts, but the commis- 
sion concluded that it was obligated to 
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carry out the legislative mandate and im- 
ply to itself the power to prohibit a land 
carrier from reducing its rates where the 
water carrier would be unable to establish 
a rate differential which would permit it 
fairly to compete for the affected business. 

The commission, however, held that 
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the water carriers had not presented facts 
which would permit the commission to 
conclude that the reduced rates would 
prevent fair competition for business. Re 
Rates for Transportation of Petroleum, 
Decision No. 58664, Case No. 6147, June 
23, 19D. 


Municipal Water Rates Declared Discriminatory 


yb Louisiana supreme court has af- 
firmed and adopted in toto a court of 
appeals judgment reversing a judgment 
which had upheld the legality of a mu- 
nicipality’s increased rates for water serv- 
ice to residents who were not also taking 
the municipality’s electric service. The 
sole issue in the case was whether or not 
a municipality which owns and operates 
its utilities can charge a higher rate for 
water to customers outside the city limits, 
who take water service only, than it 
charges for water to those customers out- 


side the city who take both water and 
electric service. 
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The court of appeals had issued an in- 
junction against the municipality and had 
held that the rate classification was not 
justified since the customers were similarly 
situated. The supreme court, in adopting 
the opinion of the court of appeals, stated 
that no useful purpose could be gained in 
rehashing and reiterating the lower court’s 
findings. No new issue had been raised 
and all of the issues had been carefully, 
painstakingly, ably, and correctly disposed 
of by the court of appeals. Hicks et al. v. 
City of Monroe Utilities Commission et 
al. 112 So2d 635, affirming (1958) 27 
PUR3d 335, 108 So2d 127. 


Normalization of Income Taxes Upheld and 
Hindsight Review Rejected 


HE Indiana supreme court has af- 
firmed a lower court decision (22 
PUR3d 13) upholding a commission 
order which allowed the Public Service 
Company of Indiana, Inc., an electric rate 
increase of $1,718,857. Intervener-appel- 
lants urged that there was no evidence to 
support the commission’s further action 
in allowing a temporary increase pending 
further litigation on permanent rates. 
The court found, however, that there 
was evidence that the company’s net in- 
come was not presently sufficient to pro- 
vide a fair return. A utility, as a matter 
. of law, cannot be required to submit to 
a day-by-day confiscation of its property, 
said the court. 


Hindsight Review Urged 

Appellants contended that the regular 
rate increase was unwarranted since the 
commission’s estimate of gross operating 
revenues for the test year proved to be 
understated when all the actual operating 
data became available. In effect, hindsight 
review was urged as a standard for judg- 
ing the actions of the commission, al- 
though the commission did not at the time 
have the benefit of such retrospection in its 
holding. 

If an order is reasonable under the 
limited facts available at the time it is 
made, subsequent changes in conditions 
cannot make it retroactively erroneous, the 
court declared. Moreover, the increase in 
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gross revenues would not necessarily in- 
dicate an increase in net revenues. There 
were probably changes in operating ex- 
penses as well as in the rate base. 


Normalisation of Taxes 


Objection was made to the commission’s 
action in allowing an accounting pro- 
cedure whereby the company set aside a 
reserve out of income tax savings resulting 
from accelerated amortization, in order to 
take care of increased taxes which will oc- 
cur after the five-year amortization period. 
The appellants complained that they were 
not getting the full benefit of the tax sav- 
ings afforded by accelerated depreciation 
at the present time. Such benefit, however, 
would be enjoyed at the expense of rate- 
payers in subsequent years when the de- 
preciation will continue without tax al- 
lowance, with the result that taxes will be 
proportionately higher. 

Any concept which treats such an un- 
usual tax reduction as a “saving” to be- 
long solely to the five years allowed is 
totally out of touch with reality, the court 
observed. The power of the commission to 
authorize an accounting system under 
which reserves are set up for future tax 
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increases, losses, or contingencies is an ad- 
ministrative matter. Furthermore, unless 
deferred federal income taxes are normal- 
ized, the commission could not determine 
with any accuracy the amount of net op- 
erating income which would constitute a 


fair return. 
Regulation of Contracts 

The appellants contended that by reason 
of special contracts which they had with 
the company for the furnishing of energy 
to them as utilities, for resale, and not as 
consumers, they were not subject to the 
ordinary rate-making procedure. The ap- 
plicable statute, however, prohibits utili- 
ties from making special contracts with 
any other utility for services at rates other 
than those prescribed in schedules ap- 
proved by the commission. All contracts 
of the appellants, therefore, were made 
subject to the regulatory power of the 
commission. 

But aside from the statutory power, the 
contracts expressly recognized the com- 
mission’s power to revise their terms and 
conditions. Boone County Rural Electric 
Membership Corp. et al. v. Indiana Pub. 
Service Commission et al. 159 NE2d 121. 


Licensees Granting Equal Air Time Have Implicit 
Federal Immunity from Libel 


, iw U. S. Supreme Court has held 
that the prohibition against censor- 
ship contained in § 315 of the Communica- 
tions Act, which requires a_ broadcast 
licensee to afford equal opportunities to 
all candidates for political office, does not 
leave broadcasters free to delete libelous 
material from candidates’ speeches. The 
term “censorship,”’ pointed out the court, 
as commonly understood, connotes any ex- 
amination of thought or expression in 
order to prevent publication of objection- 
able materials. There was no convincing 
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reason to indicate Congress meant to give 
“censorship” a narrower meaning. 

To permit a broadcasting station to 
censor allegedly libelous remarks, said the 
court, would undermine the basic purpose 
for which § 315 was passed, which is full 
and unrestricted discussion of political 
issues by legally qualified candidates. 

Moreover, the decision a broadcasting 
station would have to make in censoring 
libelous discussions by a candidate, is far 
from easy. Whether a statement is de- 
famatory is rarely clear. Whether such a 
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statement is actionably libelous is an even 
more complex question, involving con- 
sideration of various legal defenses such 
as truth and the privilege of fair comment. 
Such issues have always troubled courts, 
and would be extremely difficult for an in- 
dividual licensee to resolve during the 
stress of a political campaign. 


Implicit Federal Immunity 


The court also held that § 315 creates an 
implicit federal immunity for the broad- 
cast licensee from liability under state 
libel laws. To hold otherwise, it said, 
would sanction the unconscionable result 
of permitting civil and perhaps criminal 
liability to be imposed for the very con- 
duct the statute demands of the licensee. 

The implicit federal immunity read into 
the section by the court was countered by 
petitioner’s argument that Congress’ 
failure to legislate an express immunity 
negated the inference of an implied im- 
munity. The court disagreed. Whatever 
adverse inference may be drawn from the 
failure of Congress to legislate an express 
immunity, it said, is offset by its refusal 
to permit stations to avoid liability by 
censoring broadcasts. And more than bal- 
ancing any adverse inferences drawn from 
congressional failure to legislate an ex- 
press immunity is the fact that the Fed- 
eral Communications Commission—the 
body entrusted with administering the pro- 
visions of the act—has long interpreted 
§ 315 as granting stations an immunity. 


Insurance and Denial of Time 


The petitioner then advanced another 
argument. It urged that broadcasters did 
not need a specific immunity to protect 
themselves from liability for defamation 
since they may either insure against any 
loss or, in the alternative, deny all political 
candidates use of the station facilities. 

The court had no means of knowing to 


what extent insurance is available to 
broadcasting stations, or what it would 
cost them. But since § 315 expressly pro- 
hibits stations from charging political 
candidates higher rates than they charge 
for comparable time used for other pur- 
poses, any cost of insurance would prob- 
ably have to be absorbed by the stations 
themselves. 

The petitioner’s reliance on the station’s 
freedom from obligation to allow use of 
the station by any candidate seemed equal- 
ly misplaced. While denying all candidates 
use of the stations would protect broad- 
casters from liability, it would also effec- 
tively withdraw political discussion from 
the air. The impact of § 315 is to facilitate 
political debate over radio and television. 
Recognizing this, the Communications 
Commission considers the carrying of 
political broadcasts a public service crite- 
rion to be considered both in license re- 
newal proceedings, and in comparative 
contests for a radio and television con- 
struction permit. 

The court was aware that causes of 
action of libel are widely recognized 
throughout the states. But it pointed out 
that it would not hesitate to abrogate state 
law where it was satisfied that enforce- 
ment would stand as an obstacle to the 
accomplishment and execution of the full 
purposes and objectives of Congress. 
Here, the petitioner had asked the court 
to attribute to § 315 a meaning which 
would either frustrate the underlying pur- 
poses for which it was enacted, or alter- 
natively impose unreasonable burdens on 
the parties governed by the legislation. In 
the absence of a clear expression by Con- 
gress, the court would not assume that the 
federal lawmaking body desired such a re- 
sult. 


Dissenting Opinion 


Justices Frankfurter, Harlan, Whit- 
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taker, and Stewart joined in a dissent. Al- 
though they agreed that § 315 barred a 
broadcasting station from censoring 
political broadcasts, they took the view 
that the federal statute grants no immu- 
nity from liability under constitutionally 
enacted state libel laws. 

The claim that the broadcast licensee 
could not be held liable under constitu- 
tionally enacted state libel laws must be 
tested, said the dissenting justices, not by 
inquiring whether a particular result 
would be unconscionable, but whether the 
result is or is not barred by federal legis- 
lation as construed and applied in ac- 
cordance with settled principles of stat- 
utory and constitutional adjudication. 
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The dissenting justices opposed the in- 
validation of a state law by hypothesizing 
congressional acquiescence and by suppos- 
ing conflicting state law which the court 
could not be certain existed and which, if 
it did exist, was not incompatible with 
federal law when judged by the considera- 
tion governing supersession in the long 
course of the court’s decisions. The dis- 
senting justices would have remanded the 
case to the state court with instructions 
that § 315 has left to the state the power 
to determine the nature and extent of the 
liability, if any, of broadcasters to third 
persons. Farmers Educational & Co-op- 
erative Union of America, 3 L ed 2d 
1407. 


Commission’s Basis for Allocating Cost of Relocating 
Water Mains Upheld 


i Pennsylvania superior court has 
affirmed a commission order allocat- 
ing, between a municipality and the de 
partment of highways, the cost of relocat- 
ing water mains in connection with the 
construction of a highway. The commis- 
sion has based its allocations on the rela- 
tive benefits which accrued to the parties. 
The court held such a basis was fair and 
reasonable under the circumstances, since 
the statute did not spell out a basis of 
allocation and the basis used by the com- 
mission had been previously approved by 
the court. 

In the absence of specific statutory pro- 
visions, the court did not feel that finan- 
cial ability to pay would control or be 
determinative of the issue. The legisla- 
ture did not contemplate, said the court, 


7 


that the commission should enter into 
complicated questions of municipal taxa- 
tion. The commission had not erred in de- 
termining that the municipality should 
pay for the cost of reconstruction only to 
the extent of the increased life expectancy 
of the water mains extending across the 
right of way of the limited-access high- 
way. The court also held that it had juris- 
diction to review the commission’s deter- 
mination. The statute authorizing the com- 
mission to allocate costs of relocating 
utility lines was not, in essence, an arbitra- 
tion statute. Therefore, the commission’s 
determination was not final and binding 
upon the parties, but either party was en- 
titled to review. Pennsylvania Dept. of 
Highways v. Pennsylvania Pub. Utility 
Commission, 151 A2d 850. 


Commission Cool to Hot Water Certificate Application 


ie plans of First Therapeutic Waters 
Corporation received a jolt when the 
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California commission refused to grant a 
certificate authorizing the company to pipe 
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hot mineral water to houses in a nearby 
subdivision. 

The commission’s staff investigated the 
matter thoroughly, and became concerned 
with the effects of the hot temperatures 
(170 degrees Fahrenheit) and the cor- 
rosion occasioned by the high mineral con- 
tent of the water. Problems that would 
have to be solved included the design of 
pumping equipment that would have a rea- 
sonable operational life between major re- 
pairs and maximum efficiency for the type 
of operations required, the operation of a 
noncirculatory system of distribution 
mains when substantial changes in tem- 
perature take place, and the design and in- 
stallation of meters for hot water opera- 
tion. In addition, tariffs would have to be 
designed which would clearly define the 
service offered, provide for strict compli- 
ance with the regulations relating to cross- 
connections established by the state De- 
partment of Health, and establish mini- 
mum standards for system operation. 

Provision would also have to be made 
to meet the operating deficit which would 
result even under full development of the 
proposed service area, notwithstanding 
that the president of the company, who 
was also one of the owners of the real 
estate tract, had agreed to advance money 
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to cover necessary deficiencies because the 
addition of the hot water facilities to the 
lots would enhance the value thereof. 

Since the evidence showed that the ap- 
plicant proposed to serve any and all 
persons who desired such service, the 
commission concluded that the operation 
would be a public utility subject to its 
jurisdiction. There were, however, several 
factors which convinced the commission 
that it would not be in the public interest 
to certificate the operation. There had 
been no requests for service, nor had 
there been a demonstration of a require- 
ment for the particular type of water pro- 
posed to be served. The proposed opera- 
tion was extremely small and would not 
be economically self-sufficient. The appli- 
cant had offered no solution for the many 
operational problems involved, particu- 
larly that of temperature control, essential 
to a safe and satisfactory operation. 

It was apparent to the commission that 
the applicant would be assuming many 
obligations of public utility service with 
little chance of success and that it would 
be grossly unfair to potential customers to 
have them assume that customary utility 
service would be available. Re First Thera- 
peutic Waters Corp. Decision No. 58665, 
Application No. 40713, June 23, 1959. 





Other Recent Rulings 


Common Stock Purchase. The Illinois 
commission approved a telephone com- 
pany’s application for authority to pur- 
chase 5,976 shares of common capital 
stock of another telephone company where 
the commission had previously approved 
an issue by the selling company of 19,822 
additional shares at the rate of one new 
share for each ten shares held on the rec- 
ord date and the purchasing company 


owned 59,762 shares on the record date. 
Re Illinois Bell Teleph. Co. No. 46039, 
July 6, 1959. 


Cease-and-desist Order. The California 
commission stated that a cease-and-desist 
order issued by it against an individual 
and a corporation which had flouted its 
authority was, in its legal effect, the same 
as an injunction by a court. Re Eastshore 
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Consol.- Water Co. Decision No. 58703, 
Case No. 6229, July 7, 1959. 


Telephone Company Return, The Wis- 
consin commission considered a return of 
6.50 per cent on a telephone company’s 
net investment cost rate base reasonable. 
Re Midway Teleph. Co., Inc. 2-U-5137, 
July 14, 1959. 


Automatic Forfeiture. The VU. S. court 
of appeals held that an automatic forfei- 
ture of a broadcasting station construction 
permit does not result upon the expiration 
of the permit unless the FCC fails to exer- 
cise its discretion to extend time, either 
by actual extension or by the grant of a 
new permit to replace the expired permit. 
Mass Communicators, Inc. v. Federal 
Communications Commission, 266 F2d 
681, 


Hearsay Evidence. In reviewing a car- 
rier certificate case, the Utah supreme 
court pointed out that a commission find- 
ing will not be held invalid merely because 
it is based in part on hearsay evidence if, 
in addition, it is supported by a residuum 
of legal evidence competent in a court of 
law. Lake Shore Motor Coach Lines v. 
Welling, 339 P2d 1011. 


Electric Company Return. A return of 
2.27 per cent on an electric company’s re- 
production cost new less depreciation rate 
base was considered fair by the Ohio com- 
mission. Re Ohio-Midland Light & P. Co. 
No. 26,421, November 12, 1958. 


Sale of Telephone Companies. The 
Ohio commission approved the sale of two 
independent telephone companies’ plants 
and properties, except for real estate 
owned in fee, to a subsidiary of the Bell 


system where it had been shown that pres- 
ent service was inadequate and the pur- 
chaser was ready, willing, and able to make 
necessary improvements. Re New Riegel 
Mut. Teleph. Co. et al. No. 28,071, Janu- 
ary 28, 1959. 


Rate Equalization. The Louisiana com- 
mission approved a telephone company’s 
application for permission to adjust the 
rates at three exchanges upwards in order 
to equalize such rates with the rates being 
charged at two nearby exchanges render- 
ing the same class of service. Ex Parte 
Star Teleph. Co., Inc. Docket No. 7910, 
Order No. 7823, May 18, 1959. 


Minimum Rate Denied. The Colorado 
commission denied an application of a 
motor carrier association requesting an 
increase in the minimum charge per ship- 
ment from $2 to $2.75 where the proposed 
minimum would have priced carriers lo- 
cated outside metropolitan areas out of 
business and exemption of such carriers 
would have been discriminatory and un- 
lawfully prejudicial. Re Increases in 
Rates, Case No. 1585, Decision No. 52588, 
June 30, 1959. 


Telephone Service Area. The Illinois 
commission denied a petition by customers 
of an independent telephone company re- 
questing the commission to withdraw the 
company’s operating authority and declare 
the area open territory where the evidence 
showed that the facilities and services of 
the company were adequate and satisfac- 
tory, and the furnishing of extended area 
service from a nearby exchange would be 
too costly and would result in rates that 
were too high. Schmitt et al. v. Kaskaskia 
Valley Teleph. Co. et al. Nos. 45043, 
45083, July 21, 1959. 
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EPCO to Build Fourth Unit 
At Portsmouth Station 


IE Board of Directors of the Vir- 
ia Electric and Power Company 
ently authorized the expenditure of 
500,000 for the construction of a 
th unit at the Portsmouth power 
ion. 

resident A. H. McDowell, Jr., an- 
imcing the decision following the 
rd meeting at Staunton, Va., said 
struction on the 220,000 kilowatt 
t will begin next spring. Comple- 
1 date is expected to be in the 
ing of 1962. 

‘ompletion of the fourth unit at 
tsmouth will bring the generating 
ability of that station to approxi- 
tely 600,000 kilowatts—more than 
ugh power to light up the com- 
ed cities of Norfolk, Portsmouth 
| Newport News. When the new 
is completed, the Portsmouth 
ion will have the greatest kilowatt 
ability of any in Vepco’s system. 
The Portsmouth station serves the 
tern part of Vepco’s system, in- 
(ing the metropolitan areas of 
tfolk, Portsmouth, South Norfolk 
I Suffolk, 

Ir. McDowell recently announced 
ew $31,000,000 addition to Vepco’s 
ssum Point power station. This 
t, similar in capability to the pro- 
ed unit at Portsmouth, will be 
ted next spring and also is expect- 






































Z. The Possum Point station 
he northern part of Vepco’s 
including the metropolitan 
as of Alexandria, Arlington, Fred- 
ksburg and Falls Church, 

[r. McDowell said construction of 
Se two units will add 440,000 kilo- 
ts capability to Vepco’s system 
l bring the company’s total gen- 
ting capability to approximately 
00,000 kilowatts in 1962, an in- 
ase of 31.5 per cent over the pres- 
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ent capability of approximately 1,- 
900,000 kilowatts. 

New additions recently have been 
added to Vepco’s Bremo, Portsmouth 
and Yorktown power stations. An- 
other new unit of 170,000 kilowatt 
capacity is currently under construc- 
tion at the Chesterfield power station. 
This unit is expected to be in opera- 
tion early next year. 

“The average annual use of elec- 
tricity by residential customers dur- 
ing the last 10 years has increased by 
120 per cent,” Mr. McDowell said, 
“while the number of customers 
served has grown by 70 per cent dur- 
ing the same 10-year period.” 


Work Starts on PG&E Geysers 
Power Plant 
CONSTRUCTION was started re- 
cently on Pacific Gas and Electric 
Company’s Geysers electric power 
generating station 26 miles north of 
Healdsburg in northeastern Sonoma 
county. A contract to build the power 
plant building, a concrete box culvert 
bridge across Big Sulphur Creek and 
access roads, has been awarded to 
Christensen & Foster and R. J. Som- 
mers Construction Company of Santa 
Rosa, it was announced recently by 
S. L. Sibley, PG&E vice president 

and general manager. 

The 12,500-kilowatt geothermal 
station, first of its kind on the North 
American continent, is scheduled for 
completion next summer. It will util- 
ize natural steam brought from wells 
at the historic Geysers site by Ther- 
mal Power Company and Magma 
Power Company. PG&E expects to 
invest about $2 million in the project. 

Thermal announced recently that 
wells already completed are producing 
steam in excess of the PG&E plant’s 
requirements of 250,000 pounds per 
hour, and that additional wells are be- 
ing drilled. 

Terms of the agreement between 














Industrial Progress 


PG&E and the steam-producing com- 
panies provide for a second turbine- 
generator unit at the same location 
when and if sufficient additional 
steam is available. 

Mr. Sibley said that additional con- 
tracts for subsequent phases of con- 
struction will be awarded later. A 10- 
mile-long, 60,000-volt transmission: 
line will carry electricity generated at 
the plant to an existing line near 
Geyserville, and then into PG&E’s in- 
terconnected transmission system. 

This plant will be the world’s first 
privately-financed geothermal plant. 
Government subsidized stations using 
natural steam are operating in Italy 
and New Zealand. Geologists who 
have studied the Geysers (and who 
say they are not geysers, but steam 
fumaroles) explain that most of the 
steam is formed by moisture from 
“magma,” the molten mass deep in 
the earth, and is emitted through sub- 
terranean fissures. Additional steam 
is formed by water from the earth’s 
surface percolating down through 
pervious rock to deeper rock forma- 
tions heated by the magmatic steam. 


|,000-Ib. Coal Scale Introduced 
By Richardson 


A NEW size automatic coal scale, 
with a 1,000-Ilb. unit capacity, has 
been developed by Richardson Scale 
Company, it was announced recently. 
A special feature of this scale is the 
the greater accessibility provided to 
(Continued on page 20) 





UTILITY RATE ENGINEER 


Nationally-known management consult- 
ing organization needs man with operat- 
ing utility rate experience, preferably 
with engineering degree, for work with 
clients. Extensive travel. Salary com- 
mensurate with training and experience. 
Send resume and salary requirement in 
first letter. Our employees have been ad- 
vised. Replies confidential. 
Box number 910 
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all critical parts by a total of eight ac- 
cess doors—two more than on the 
standard models. These doors permit 
quick removal of the weigh hopper 
and easy access to any part of the 
scale for inspection or adjustment. 
They have special linings and mount- 
ings to prevent coal dust from falling 
to the floor when the door is opened. 

Ruggedly constructed with heavy 
steel angles on the frame and plates 
of heavy-gauge sheet steel to with- 
stand wear and tear, it has an hourly 
capacity of 60 tons. According to the 
announcement, ten of these machines 


are now being installed in one of the 
largest steam plants in the country. 
For further information on the 
1,000-Ilb. Coal Scale, write Richard- 
son Scale Co., Clifton, New Jersey. 


Westinghouse to Build 325-MW 
Turbine-Generator 


THE Westinghouse Electric Cor- 
poration will build a 325-mw, cross- 
compound, steam turbine-generator 
for the Public Service Electric and 
Gas Company. The machine will be 
installed in the company’s Sewaren 
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generating station as unit numbe 
and is scheduled for operatic 
1962. 

Inlet steam conditions of the 
rpm cross-compound turbine are 
psi, 1100 degrees F, reheat tem 
ture of 1050 degrees F, with 
stages of feed-water heating. 
turbine will utilize four rows o 
inch-long last row blades giving 
Jargest exhaust annulus area of 
four-flow 3600-rpm turbine ever 
chased. This marks an importan 
vance in the design of large 
speed turbines. 

Each of the two inner-cooled 
erators is rated at 208,000 kya 1 
45 psig hydrogen pressure. The 
000-volt generators will be arra 
for outdoor service with walk-i 
closures over the collector rings, 
generator shaft will drive a one 
capacity boiler feed pump. 


Workings of "Super-Dee 
Water" Platform Shown in Fo 
By R. G. LeTourneau, Inc. 


A FOUR-PAGE folder with | 
lustrations has been prepared to 
the workings of a proposed “st 
deep water” offshore drilling 
form—a platform which can e 
change locations in waters up to 
feet. 

Produced by R. G. LeTour 
Inc. of Longview, Texas, the fo 
depicts some of the results of t 
years research by the company’s 
rine engineers. 

Illustrations show how the “s 
ed legs” of the tripod platform 
provide maximum stability. Als 
lustrated is the convenience in 
ing from one location to another, 
the relatively short time required 
lowering the legs and_ raising 
deck. 

Free copies are available by wri 
R. G. LeTourneau, Inc., 2399 Sd 
MacArthur, Longview, Texas. 


High Pressure Heat Transfer 
Loop Simulates Nuclear 
Power Plant 


A RECENTLY completed test 
cility at Allis-Chalmers ‘zreeng 
( Wis.) nuclear power lab is nows 
plying heat transfer and_ press 
drop data required for boiling wé 
nuclear reactor design. [ests 
variables such as fuel element 
diameter, pin arrangement, W4 


(Continued on page 22) 
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Is Your Company 


“Keeping Pace?” 


From 1945 to 1958 annual operating revenues 
of electric and gas utilities rose over 200%. 
Maintaining an efficient organization in the face 
of this increasing volume has placed a strain on 
many companies. Top management has often 
been so busy with day-to-day operations that 
insufficient time has been left to prepare men 
for growth needs. 


Even with available time, it is difficult for a 
company’s officers to study their own operations 
objectively. Commonwealth’s Industrial 
Relations consultants offer this much needed 
objectivity. They can bring broad experience 
in many fields to your Organization Planning, 
Management Development and Labor Relations 
needs. 


In serving you, our Industrial Relations 
Department is backed by a diversified manage- 
ment consulting and engineering staff of over 
750 people. Your inquiries are invited. 


Commonwealth 


SERVICES INC. ASSOCIATES INC. 


Management and Business Consultants 


Consulting and Design Engineers 


NEW YORK 22, N. Y., 300 Park Ave. 
HOUSTON 2, TEXAS, M&M Building 
JACKSON, MICHIGAN, 209 E. Washington Ave. 
WASHINGTON 6, D. C., 1612 K Street, N.W. 
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voids, water velocity and heat flux provide the dat 
optimum reactor core designs. 

Heat source for the test loop is an Allis-Cha 
unipolar generator, rated 60,000 amp, 30 volt:. 
plies high current, low voltage power throug!; s 
ed reactor fuel elements to produce the variab'es 
ing heat transfer from fuel elements to boiling 

Actually a model power plant setup, the loop 1 
a test fuel element that serves as the boiler ani 
throttle that acts as the turbine. Water is 
through the simulated fuel element, where s 
is changed to steam. Steam and water are 
and the water is recirculated through the tes 
The steam is throttled, condensed and pumped bac 
the recirculating water through an electrical i: 
water heater. 

The loop is designed for a maximum press 
temperature of 1500 psi, 600 F. It is used for 
forced and natural circulation studies. 

Tests presently center on equipment for the 
finder power station to be built near Sioux Falls, ‘ 
by Allis-Chalmers for the Northern States Power 
pany. The 66-mw station will be the first full 
plant with an internal nuclear superheater. Net 
ciency of the Pathfinder plant is now estimated 1 
30.5 per cent. 


CP&L Plant Project Nears Halfway Mar 


CONSTRUCTION nears the halfway mark at 
lina Power & Light Company’s steam-electric gen 
ing plant near Hartsville. 

Highlight of recent activities was installation of 
of the plant’s largest and most vital “fixtures,” 
giant transformers which will convert generated 
age to transmission voltage for delivery into the 
Dee power market. 

The transformers when equipped and filled wit] 
will weigh 75 tons each. They were unloaded and pl 
on their foundations in a record-breaking four hq 
according to L. A. McCants, construction superint 
ent at the site. 

Ground was broken for the plant just over a 
ago. Target date for its completion is mid-1960. 


National Safety Congress to Devote 
Time to Utility Problems 


annual convention of the National Safety Council, 


be devoted to problems of the public utilities indusiffty s 


Topics to be discussed will include “Is Your Grog 
ing a Hazard?” and “Modernizing Line Construgl 
and Maintenance.” 

A safety workshop will deal with distribution 
transmission safety problems and their solutions. 

Other items of interest to delegates will be a dis 
sion on supervisory training—‘Simpatico an: Sa 
—and a motion picture on mouth-to-mouth est 
tion. 

The National Safety Congress will be hel:! Oct 
19-23 in Chicago, and is expected to attract 12 
safety men from the United States, Canada aid sev 
foreign countries. 

Public utilities sessions of the Congress will be} 
October 21-22 at the Conrad Hilton Hotel. 

(Continued on page 24) 
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RD -VEYER 


MECHANIZED RECORDS HANDLING SYSTEM 


VED BY DERWRITERS’ LABORATORIES, INC. 





4 


rings many thousands of card records within easy reach of the operator 


uch Active Records as Customer Service Cards; Meter His- 
ards; Customer History Records; Meter Test Records. 

RD-Vi YER units make for the utmost operating econ- 
by speeding up reference . . . saving space . . . reducing 
itor fa:igue and boosting morale . . . saving much time 
ll personnel concerned. In most sizes, units deliver any 
ed tray at the touch of a button in an average of 24% sec- 
All trys are positioned for reference without shadows. 


Never before has such flexibility been offered in mecha- 
nized record files to meet your exact requirements. The wide 
range of models means you get the work station with the 
greatest number of records in the minimum floor space . . . 
with maximum operator comfort and productivity. All units 
are standard with push button selector and posting shelf. 
Send coupon today for new illustrated booklet giving details 
on these remarkable KARD-VEYER units. 


DIVISION OF SPERRY RAND CORPORATION 


Room 1915, 315 Fourth Avenue, New York 10, N. Y. 
Kindly send new booklet LBV81 1—“New KARD-VEYER” 


NAME & TITLE 





COMPANY 





STREET 





____ LONE STATE 





INDUSTRIAL PROGRESS—( Continued) 


New Transformer Catalog 


THE Standard Transformer Com- 
pany, Warren, Ohio, has issued a new 
catalog (S-503) describing its rede- 
signed line of current, potential and 
metering transformers. The line con- 
sists of high accuracy instrument 
transformers for use with watthour 
meters, as well as types designed for 
use in switchgear. All units conform 
with EEI, ASA and NEMA stand- 
ards. Write The Standard Trans- 
former Company, Dana Avenue, 
Warren, Ohio. 


Peoples Gas Light Reports 
Progress On Tunnel under 
Calumet River 
A TUNNEL being dug under the 


Calumet river for a natural gas pipe- 
line under construction between Joliet 
and Chicago is nearing completion, 
The Peoples Gas Light and Coke 
Company announced recently. 

(Workmen are excavating earth on 
remaining segments and pouring con- 
crete for the outer shell of the tunnel, 
the 75-foot shafts on the north and 
south bank of the river having been 
completed. The top of the tunnel is 
about 60 feet below the water surface. 
The tunnel, estimated to cost $481,- 
000 when completed, is designed to 
accommodate a second line for future 
expansion. 

The 60-mile pipeline, estimated to 
cost $17,000,000, is being constructed 
by Peoples Gas and Chicago District 
Pipeline Company, a_ subsidiary. 
Work on the project, known as the 
Third Calumet Line, was begun June 
1. The pipeline is expected to be com- 
pleted and placed into operation in 
early fall. 

When completed, the line, with a 
design capacity of 557 million cubic 
feet per day, will transport gas sup- 
plies for residential, commercial and 
industrial customers of gas utilities 
serving Chicago and_ surrounding 
areas. It also will provide flexibility 
for future growth of gas supplies in 
the Chicago area. 


New Job-Planned Truck Bodies 
For Electric Utilities 


A NEW series of “job-planned” line 
construction truck bodies for electric 
utilities is being manufactured by 
Reading Body Works, Inc., of Read- 
ing, Pa. 

Featuring a heavy-duty, derrick- 
type lift, the vehicle has 12 water- 
tight compartments for the storage of 
tools, equipment and supplies. The 
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inside of the body is large enough to 
transport bulky equipment. It holds 
three large pole transformers with 
space remaining for additional parts. 

The three-ton unit is equipped with 
a two-way radio system, 


To Study Feasibility of Advanced 
Type of Nuclear Power Reactor 


A JOINT study to explore the feasi- 
bility of an advanced type of nuclear 
power reactor is to be undertaken by 
Nuclear Power Group in codperation 
with Atomic International, a division 
of North American Aviation, Inc. 

The study will be concerned with 
the possibilities of the graphite-moder- 
ated, water-cooled, boiling and super- 
heating reactor concept for power 
generation, according to the announce- 
ment made by Nuclear Power Group. 

“Preliminary studies made by NPG 
engineers during the past ten months,” 
it said, “have proved sufficiently prom- 
ising to warrant further study in 
cooperation with a manufacturer in 
the nuclear field to determine if the 
concept is worth carrying into the re- 
search and experimental stages. 

“There is no plan at this time to 
build such a reactor. The cost of the 
study is estimated at about $150,000. 
NPG and Atomics International will 
each bear the cost of the work they 
do.” 

NPG is a research organization 
formed by Central Illinois Light Com- 
pany, American Electric Power Serv- 
ice Corporation, Bechtel Corporation, 
Commonwealth Edison Company, IIli- 
nois Power Company, Kansas City 
Power & Light Company, Pacific Gas 
and Electric Company and Union 
Electric Company. Headquarters are 
maintained in Chicago. 

The reactor concept to be studied 
would use graphite blocks as a mod- 
erator and uranium as fuel. The re- 
actor would consist of a large pile of 
graphite blocks in which holes are 
pierced for insertion of the fuel ele- 
ments. 

Other holes in the graphite blocks 
would contain metal tubes in which 
the water boils and the steam is super- 
heated. 

One advantage of this concept 
would be the production of steam at 
modern high pressures and tempera- 
tures. Another is that there would be 
no limitation on the size of such a 
reactor and refueling could be done 
while the plant was in operation. 

NPG, which was formed six years 
ago, is a co-sponsor of the Dresden 
Nuclear Power Station, the 180,000- 
kilowatt boiling water atomic power 


plant now nearing completion 50; 
southwest of Chicago. 

Atomics International has 
doing research and construction \ 
on atomic reactors for over !0 yg 
It has headquarters at Canoga fa 
California. 

The major NPG contribution t@ 
advancement of atomic power 
been in connection with the buil 
of Dresden station. The grou) is 
tributing $15,000,000 as a rese 
and development expense tow ar( 
cost of the project. 

General Electric Company ‘s b 
ing Dresden for a fixed jpricd 
$45,000,000. The balance of $30, 
000, plus site and overhead cost 
being paid by Commonwealth Ed 
which will own and operate the pi y 

Dresden is the largest all-nu¢ 
power station under constructio 
the country. It is expected to b 
regular service in mid-1960. 


American Electric Power Pa 

Energy Sales Milestone of 

25 Billion Kwh 

THE American Electric Power C 
pany is the first private electric ut 
to achieve energy sales of more t 
25-billion kilowatthours during a 
month period. 

The AEP System passed the po 
milestone for the 12 months en 
July 31st, it was reported. Sales 
this period totaled 25,244,000, 
kwh. 

The new record, representing 
increase of 16.3% over sales of 22,6 
000,000 kwh for the parallel perio 
1958, was established in the face of 
nationwide steel strike which was 
effect during the final 17 days of 
12-month span. AEP is a major s 
plier of electric power to the st 
industry. 

In commenting on these rest 
AEP President Philip Sporn sa 
“Besides the general high level 
economic activity in the country, ma 
specific factors unique to our operat 
area contributed to this new s 
mark. Notable were increases in ( 
company’s aluminum, steel, ferro-al 
and chemical loads ; improveinent 
coal production; and the hig 
residential and commercial us: due 
increased acceptance of electric hot 
and commercial heating.” 

In this connection, he pointed | 
that electric home heating on tiie Al 
System recently had passed th: 15,0 
mark in the number of re-ident 
customers being billed for elect 
heating. 
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P laying a dynamic role in the economy _Toassist in the many financial complexi- 
of our nation, the investor-owned Utility ties accompanying this growth, Irving 
Industry continues to expand its life- specialists are ready with new and sound 
lines of service. Not only meeting the approaches. Our Analytical Studies, 
needs of today’s consumers, but prepar- Seminars, and Round Tables, may bring 
ing also for an atomic age, Utilities are added vitality to your capital planning, 
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For more information, call Public Utilities Department at DIgby 4-3500 
or write us at One Wall Street 


IRVING TRUST COMPANY 


One Wall Street, New York 15, N.Y. 


Capital Funds over $135,000,000 Total Assets over $1,600,000,000 
Ricuarp H. West, Chairman of the Board Gerorce A. Murpny, President 
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Public Utilities Department—Joun F. Cups, Vice Presiden: in Charge 





MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 








Twofold Benefits From The 


Analysts Journal 


7, its timely articles by the nations leading security analysts 
and economists keep you informed as to methods and 
trends in the security markets. You will be better able to 
present your company in its most favorable light if you 
know the trend of financial thinking as expressed in the 
official publication of the Security Analysts. 


Its advertising pages provide a means of putting your story 
across to the Analysts. There is no more direct and effec- 
tive way to contact this influential group of investment 
specialists than to advertise in their own quarterly Journal. 


To Keep Abreast of Investment Markets 
READ THE ANALYSTS JOURNAL 


To Keep Investment Markets Abreast of Your Company 
ADVERTISE IN THE ANALYSTS JOURNAL 


PUBLISHED FIVE TIMES A YEAR BY THE NATIONAL FEDERATION OF FINANCIAL ANALYSTS SOCIETIES 








THE ANALYSTS JOURNAL 
82 Beaver Street, Room 1512-14 
New York 5, N. Y. 


Gentlemen: 
O Please enter my subscription for one year at the subscription rate 


of $5.00—United States; $5.50—Canada., 


O Please send me your advertising brochure. 

















HE U.S. TREASURY SALUTES THE RAILROAD INDUSTRY 








= is P 
Fe Bi, 04 
epg) 


* 


—s 
4 


eee 


he 


AONE 


y 


yi. Ne, 
os 


—and its thousands of employees who help strengthen 
America’s Peace Power by buying U.S. Savings Bonds 


ch year our railroads carry some half a billion passengers 
d214 billion tons of freight. Railroad employees, who keep 
s vital transportation system running, help in another sub- 
bitial way to support our national security. Thousands upon 
usands of them are buying U.S. Savings Bonds, regularly, 
ough the Payroll Savings Plan. 


Regular purchases of Shares in America aid these thrift 
nscious people in building up their own reserves for the 
ture. The Payroll Savings Plan provides a sound, systematic 
by to help finance homes, education and increase security 


ter retirement. 


Has your company put in a Payroll Savings Plan? If not, 
pt now! A telephone call to your State Savings Bonds Di- 
tor will bring prompt and understanding help in putting 
Plan to work. Call him now. Or write Savings Bonds Divi- 


bn, U.S. Treasury Department, Washington, D.C. WESLEY J. HENRY, experienced engineer with one of America’s 
great railroads, is typical of thousands of highly trained employees 
in this field who are buying U.S. Savings Bonds regularly. Mr. Henry 
uses his company Payroll Savings Plan to make a personal contribu- 
tion to the Peace Power of his country. 


Public Utilities Fortnightly @ 


U.S. GOVERNMENT DOES NOT PAY FOR THIS ADVERTISEMENT. THE TREASURY DEPARTMENT ‘HANKS, FOR THEIR PATRIOTISM, THE ADVERTISING COUNCIL AND THE DONOR ABOVE. 








PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 








63 years of leadership in property valuation 
The AMERICAN APPRAISAL Company 


Home Office: Milwaukee 1, Wisconsin 
Offices in 18 cities coast-to-coast 














CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
1500 MEADOW LAKE PARKWAY, KANSAS CITY 14, MISSOURI (SINCE 1915) 








BONI, WATKINS, JASON & CO., INC. 


Economic & Management Consultants 


37 Wall Street 919 Eighteenth St., N.W. 
New York 5, N. Y. Washington 6, D. C. 


Rate Cases Management and Market Studies Rate of Return Analysis 
Cost of Service Determination Economic and Financial Reports 

















SERVICES INC. Management and Business Consultants 
300 Park Ave., New York 22, N. Y., MUrray Hill 8-1800 


Commonwealth 1 Main St., Houston 2, Texas, CApital 2-9171 


1612 K St., N.W., Washington 6, D. C., STerling 3-3363 
ASSOCIATES INC. Consulting and Design Engineers 


Commonwealth Building, Jackson, Mich., STate 4-6111 














DAY & ZIMMERMANN. INC. 


ENGINEERS & CONSTRUCTORS 
NEW YORK PHILADELPHIA CHICAGO 


Design — Electric Line Construction — Management — Reports and Valuations 











Mention the FortNIGHTLY—It identifies your inquiry 
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- Design 
- Engineering 
- Construction 


DRAKE & TOWNSEND 


Incorporated 
11 WEST 42ND STREET, NEW YORK 36, N. Y. 


LP-gas 
peak shaving 


EMPIRE GAS : oad vismbie 
ENGINEERING CO. plants for 


+ municipalities 
P.O. Box 1738. > industry 


: + design 
Atlanta 1. Georgia + construction 








F 4 Ford, Bacon & Davis 
— ea 


NEW YORK @ MONROE, LA. @ CHICAGO @ SAN FRANCISCO 














FOSTER ASSOCIATES, INC. 


Rate Cases @ Cost of Service and Other Regulatory Methods 
Rate of Return Analyses @ Rate Design 
Natural Gas Field Price Problems @ Economic and Financial Reports 


1523 L STREET, N.W. 326 MAYO BUILDING 
WASHINGTON 5, D. C. TULSA 3, OKLAHOMA 

















Francisco & JACcoBUS 


ENGINEER & ARCHITECT 


Specializing in the location and design of 
Customers Service Centers and Operating Headquarters 


New YORK WESTBURY CLEVELAND TUCSON 














GIBBS & HILL, inc. 
Consulting Engineers 
DESIGNERS ¢ CONSTRUCTORS 
Los Angeles NEW YORK Tampa 
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GILBERT ASSOCIATES, INC. 
GA ENGINEERS and CONSULTANTS 








525 LANCASTER AVE. 
FOUNDED 1906 READING, PA. 


WASHINGTON « NEW YORK 











W. C. GILMAN & COMPANY 


CONSULTING ENGINEERS 
ELECTRIC — GAS — TRANSIT — WATER 
Financial and Economic Reports 
Valuations—Rate of Return—Depreciation Studies 


Traffic Surveys—Fare Analyses 
55 Liberty Street New York 5, N. Y. 








-_Harza Engineering Company 
Consulting Engineers 


Calvin V. Davis Richard D. Harza E. Montford Fucik 


REPORTS — DESIGN — SUPERVISION 
HYDROELECTRIC PLANTS AND DAMS — TRANSMISSION LINES — FLOOD CONTROL — 
IRRIGATION — RIVER BASIN DEVELOPMENT 


400 West Madison Street Chicago 6, Illinois 








HOOSIER ENGINEERING COMPANY 


Erection and Maintenance of 
Electrical Transmission and Distribution Lines 


1350 HOLLY AVENUE e COLUMBUS, OHIO 














JENSEN, BOWEN & FARRELL 


ENGINEERS 


APPRAISALS — DEPRECIATION STUDIES — PROPERTY RECORDS 
COST TRENDS — SPECIAL STUDIES — REPORTS 


for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
Michigan Theatre Building Ann Arbor, Michigan NOrmandy 8-7778 








Dee khu ljia n Copounlton 


ENGEMEERS - CONSTRUCT OMe 
POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION MANAGEMENT 
SURVEYS ¢ INVESTIGATIONS ¢ REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA. 


Mention the FortNIGHTLY—I/? identifies your inquiry 
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William S. Leffler, Engineers Associated 
Utility Management Consultants for past 35 years Specializing in 
GAS CLASS COST ANALYSES for Developing CLASS RATES REGULATORY 
ne OF RETURN and UNIT COSTS for use in munictior 
TELEPHONE RATE CASES AND MODERNIZATION of Rate Structures PROBLEMS 
Send for brochure: “The Value of Cost Analysis to Management’’ 
17 BAYWATER DRIVE DARIEN, CONN. 








CHAS. T. MAIN, INC. 


Power Surveys—Investigations—V aluations—Re ports 
Design and Construction Management 
Steam, Hydro Electric and Diesel Plants—Gas Turbine Installations 
BOSTON, MASS. eee CHARLOTTE, N. C. 














MANAGEMENT SERVICES FOR THE TRANSIT INDUSTRY 


e complete management 
e consultation 
@ special investigations 


NATIONAL CITY MANAGEMENT COMPANY 
Prudential Plaza — Suite 3500 e Chicago 1, Illinois 8 MOhawk 4-6500 


NATIONAL CITY 
ttt 














Pioneer Serviee & Engineering Go. 


CONSULTING, DESIGNING AND ° F SPECIALISTS IN 
OPERATING ENGINEERS fi ACCOUNTING, FINANCING, RATES, 
PURCHASING . Log INSURANCE AND DEPRECIATION 


231 SOUTH LA SALLE STREET , CHICAGO 4, ILLINOIS 














SANDERSON & PORTER ENGINEERS 
DESIGN e CONSTRUCTION 


NEW YORK NEW YORK 
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SARGENT & LUNDY 
EBENGINEERS 


Consultants to the Power Industry 
@ STUDIES @ DESIGN @ SUPERVISION 
140 South Dearborn Street, Chicago 3, Ill. 


LAVA ADEA DATA HEH= 
ET UE 
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STANDARD RESEARCH CONSULTANTS, INC. 


Rate of Return ¢@ Valuations © Capital Costs 
Customer Surveys ©@ Depreciation Studies 
Regional Economic Studies © Property Records 


345 Hudson St. Watkins 4-6400 New York 14, N. Y. 











NEW YORK 
BOSTON 
CHICAGO 
PITTSBURGH 
HOUSTON 

SAN FRANCISCO 
LOS ANGELES 
SEATTLE 
TORONTO 


STONE sWEBSTER 


ENGINEERING CORPORATION 


DESIGN» CONSTRUCTION - REPORTS - APPRAISALS 
EXAMINATIONS +» CONSULTING ENGINEERING 





The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—A ppraisals 
Consulting Engineering 


80 BROAD STREET NEW YORK 4, N. Y. 














a 7 
Whitman, Requardt and Associates 
Publishers of the HANDY-WHITMAN INDEX 

DESIGN—SUPERVISION OF PUBLIC UTILITY CONSTRUCTION COSTS, 
now in its 35th year and a companion publication the 

REPORTS—VALUATIONS HANDY-WHITMAN INDEX OF WATER UTILITY 

CONSTRUCTION COSTS 

1304 ST. PAUL STREET BALTIMORE 2, MARYLAND 

















EARL L. CARTER 


Consulting Engineer 


Qa.: 
Abrams ay REGISTERED IN INDIANA, NEW YORK, OHIO, 
Lop PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 


Topographic and Planimetric Maps Public Utslity Valuations, Reports and 
we & — for all Original Cost Studies 
ngineering work. : AP : : 
Sins tie, scsi salle 910 Electric Building Indianapolis, Ind. 























BURNS & McDONNELL ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 


Engineers-Architects-Consultants for the GAS INDUSTRY 
femoR, Bee i Boy. a mo) 
GAS AND SERVICE CO. 


327 So. LaSalle St., Chicago 4, If. 


4600 E. 63rd St. Traffieway 
Kansas City 41, Missouri 














Mention the ForrnigHtLy—/t identifies your inquiry 
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GANNETT FLEMING CORDDRY AND CARPENTER, INC. 


ENGINEERS 


tnvestigations—Reports—Appraisals 
Original Cost and Depreciation Studies 
Rate Analyses—Iinsurance Surveys 


HARRISBURG, PENNSYLVANIA 


MINER AND MINER 
CONSULTING ENGINEERS 
INCORPORATED 


COLORADO 














INTERNUCLEAR COMPANY 
Nuclear consultants, engineers, and 
designers 
Economics of Nuclear Power, Reactor 
Analysis and Design, Shielding, 
Special Applications 


Clayton 5 Missouri 








PITTSBURGH TESTING 
LABORATORY 
Radiography—Soils—Mechanics 
Testing—Inspection—Analysis 
Main Office, Pittsburgh, Pa. 

32 Laboratories in Principal Cities 




















Jackson & Moreland, Inc. 


Jackson & Moreland International, Inc. 
Engineers and Consultants 


ELECTRICAL—MECHANICAL—STRUCTURAL 
DESIGN AND SUPERVISION OF CONSTRUCTION 
FOR 


UTILTY, INDUSTRIAL AND ATOMIC PROJECTS 
SURVEYS—APPRAISALS—REPORTS 


MACHINE DESIGN—TECHNICAL PUBLICATIONS 
BOSTON NEW YORK 








A. S. SCHULMAN ELEctric Co. 


Electrical Contracting Engineers 
founded 1890 
POWER STATION—INDUSTRIAL— 
COM MERCIAL—TRANSMISSION LINES— 
DISTRIBUTION 


2416 S. MICHIGAN AVE., CHICAGO, ILL. 
Los Angeles Tampa 











PETER F. LOFTUS CORPORATION 


Iting Engi s 





Design and C 
Electrical * Mechanical ¢ Structural 
Civil * Nuclear ¢ Architectural 


FIRST NATIONAL BANK BUILDING 


% Uy 
Meuisueo” 
Pittsburgh 22, Pennsylvania 








The R.W.STAFFORD CO. 
GAS CONSULTANTS — ENGINEERS 
CONSTRUCTORS 

Natural Gas Conversions 
Plant Management & Operations 
Accident & Insurance Investigations 
Peak Shaving & Standby Plants 
EVANSTON, ILLINOIS 
2944 Grant St. Phone UNiversity 4-6190 














LUTZ & MAY COMPANY 


Consulting Engineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGNS—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 








SVERDRUP & PARCEL 


Engi: s&C tants 





Design, Construction Supervision 
Steam and Hydro Power Plants 
Power Systems—Industrial Plants 


Studies—Reports 
Washington 


St. Louis ° San Francisco ° 











Representation in this Professional Directory 
may be obtained at very reasonable rates. 
Kindly address inquiries to: 
ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 
332 Pennsylvania Building 
Washington 4, D. C. 








A. W. WILLIAMS INSPECTION CO., INC. 


Specialized Inspection Service 





Poles, Crossarms, Lumber, Piles, Crossties 
Preservative Treatment and Preservative Analysis 


208 Virginia S+., Mobile, Ala. 
New York St. Louis Pertiand 
Inspectors stationed throughout the U.S.A. 





Mention the FortNIGHTLY—It identifies your inquiry 
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INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready aseel 


ence. 
A 


Abrams Aerial Survey Corporation 

*Allen & Company .. 

*Allied Chemical Corporation—Plastics & Coal 
Chemicals Division 

*Allis-Chalmers Manufacturing Company 

American Appraisal Company, The ... . 

Analysts Journal, The 


*Babcock & Wilcox Company, The .. 
Black & Veatch, Consulting _— 
*Blyth & Company, Inc. ...... 

Boni, Watkins, Jason & Co., | 

Burns & McDonnell, cee . 
Burroughs Corporation ... .. Inside Front Cover 


Cc 


Carter, Earl L., Consulting Engineers ... 
Columbia Gas System, Inc., The 
*Combustion Engineering, The . 
Commonwealth Associates, Inc. .. 
Commonwealth Services, Inc. ... 
Consolidated Gas and Service Company . 


Day & Zimmermann, Inc., — - 
Dodge Division of Chrysler oe 
Drake & Townsend, Inc. 


*Eastman Dillon, Union Securities & Company 
*Ebasco Services Incorporated 
Electro-Motive Division, General Motors 
Empire Gas Engineering Company .. 


F 


First Boston Corporation, The .. 
Ford, Bacon & Davis, Inc., Engineers .. 
Foster Associates, Inc. .. eee 
Francisco & Jacobus 


Gannett Fleming Corddry and Carpenter, Inc. ......... 33 
General Electric Company ......14-15, Outside Back Cover 
Gibbs & Hill, Inc., Consulting Engineers 

Gilbert Associates, Inc., Engineers 

Gilman, W. C., & Company, Engineers 

*Glore, Forgan & Company 


*Halsey, Stuart & Company, Inc. ..................05. 
*Harnischfeger Corporation .... 

*Harriman, Ripley & Company 

Harza Engineering Company 

*Hi-Voltage Equipment Company 

Hoosier Engineering Company 
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on the way from 
WESTINGHOUSE 


products 


for your 
-—Supersystem 


Spectacular growth in utility loads in the 1960’s 
and 1970’s is certain. Over one and a quarter 
trillion kilowatt hours is the power market 


























projected for 1969. To produce energy on this 
scale will require a generating capacity of 295 
million kilowatts . . . more than twice today’s 
capacity. 


What is the pattern of your future system? 

In the era of the superload, the supersystem 
will emerge . . . complex beyond anything seen 
or experienced to date. Heavier demands on 
our fossil fuels will necessitate many nuclear 
power plants. Your generating stations may 
be completely automatic. To move bulk power 
economically, you will transmit at higher volt- 
ages. To handle system peaks, you may be 
sharing capacity to a greater degree than ever 
with neighboring systems through interconnec- 
tion. Doubled distribution voltages may be 
your only answer to meeting residential loads. 

Westinghouse can bring you the products 
you will need to meet these requirements. 
Westinghouse has built some of these products. 
For the others, basic design and engineering 
work has been completed. 

Whether you are planning or building for 
your future, Westinghouse can help you... 
now. J-97244 


you CAN BE SURE...1F ws Westi nghous : 


WATCH "WESTINGHOUSE LUCILLE BALL-DESI ARNAZ SHOWS" CBS TV FRIDA 























A program of advanced stid 
for selected men in the utility indus t 


One of the most difficult problems confronting electric utilit: +s tod 
is that of training manpower to keep pace with the changing en. ineerj 
content of fast-growing utility power systems. Beyond the © alley 
of expanding generation, transmission and distribution facilit +s, uf 
ties must plan for innovation—automated steam stations, mor soph 
ticated system interconnections, extra high voltage tran. nisgi 
nuclear power, trends toward integrated systems. These : ‘eas 
emphasize the need for better trained technical people. 
General Electric’s General Electric recognizes the magnitude of the problem th se ¢q 
panies must solve. And as part of its service to the industry, ¢ ntin 
to assist utilities in their training activities. 

One outstanding example of this G-E service is the Power syste 
Engineering Course—a program of advanced study for selecte uti 
engineers. Now beginning its eleventh year, this Course © nbra 
ca : ; technical phases of power systems engineering, current indust y pr 
utility engineers stimulates lems, and future system planning. Men selected by utilities th: msel 
take part in an intensive 30-week program, studying problems ; lated 
interchange of ideas on their own companies, plus those common to the industry. In ad: ition 
classroom work, utility engineers participate in seminars and _ ctu 
study system problems on digital computers and network ar ilyze 
and tour G-E manufacturing plants. Throughout the Cours », th 
: ; men profit by exchanging ideas with G-E engineers and course 1embg 
electrical industry. from other utilities. 

Up to 1959, 210 engineers from outside firms, including 64 tilitig 
had completed the Power Systems Engineering Course. Graduat 
return to their companies better equipped to assume greater eng ineeri 
responsibilities. They are able to pass on this new-found informatif 
to their associates; they have made themselves more valuable to th 
companies and the industry. 

Programs like this represent another part of the G-E Adde: Val 
package made available to purchasers of electrical apparatus . | 
Added Values that pay off for General Electric, utilities, and thee 
tomers they both serve. 


Power Systems 


Engineering Course for 


problems affecting the 








POWER SYSTEMS ENGINEERING COURSE par- 

ticipant contributes directly to his company’s MORE POWER TO AMERICA 
engineering activity by working on immediate 
or long-range problems related to his system. 


Graduates mu!tiply program's effectiveness by 
passing on Program information to others. 4 A L E L E 








